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EDITORIAL SECTION 








THE “UNTERMEYER” ATTACK ON LIFE 
INSURANCE COMPANIES. 


Mr. Samuel Untermeyer is reported in the daily 
press of this city to have stated that the housing 
situation in New York City was brought about by 
the practical withdrawal of life insurance companies 
from the mortgage business and the retaining of 
investments in stocks and bonds. 

It will be recalled that Mr. Samuel Untermeyer 
was more or Jess prominently mentioned in the 


| public press during the progress of the legislative 
| investigation of life insurance companies in 1905. 


The so-called “Armstrong Laws” passed subse- 
quently to the report of that committee contained 
very explicit statutes as to the investment of life in- 
surance funds, particularly stocks, certain classes 
of bonds and real estate, including the real estate 
acquired through foreclosure proceedings. ; 

On December 31, 1905, as reported by the New 
York Insurance Department, the life insurance com-_ 
panies operating in the State of New York possessed 
assets aggregating $2,625,316,714.08 and the invest- 
ments in bonds and mortgages amounted to $704,- 
429,523.68, or 26.8 per cent. of the assets. On Decem- 
ber 31, 1918, the New York Insurance Department 
reports that the assets of all companies authorized 
to do business in the State amounted to $5,905,702,- 
901.37, while the investments in bonds and mort- 
gages amounted to $1,775,796,703.55, or 30.1 per 
cent. of the assets. 

From the reports received by the Alfred M. Best 
Company of all of the legal reserve life insurance 

(Continued on next page.) 
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companies operating in the United States, including 
five Canadian companies, the admitted assets 
amounted to $6,684,512,400, of which amount $2,- 
131,349,188 was invested in mortgage loans or 
31.8 per cent. of the assets. As we understand 
Mr. Untermeyer’s suggestion, he desires the life 
insurance companies organized under the laws 
of the State of New York to invest more of 
-their funds in bonds and mortgages. Were the 
companies to comply with this request and invest 
all of the funds possible in bonds and mortgages in 
the City of New York it would undoubtedly result 
in reprisal legislation elsewhere. 

Every insurance executive is keenly aware of the 
‘effect of compulsory investment of funds in the 
State of Texas. 

The effect of reprisal legislation if undertaken in 
an organized manner may be gathered from the fol- 
lowing comparative table based upon New York 
insurance reports. 

Insurance in 
Force Exclusive 

Companies. Total Assets. of Industrial. 
New York State, 1905 $1,590,990,206 $6,152,317,680 
Other States, 1905... 1,060,326,507 4,401,522,275 





Totals $2,651,316,714 $10,553,839,955 


New York State, 1918 $3,197,029,627 $9,236,541,098 
Other States, 1918... 2,708,673,274 10,959,829,708 





Totals... ....... $5,905,702,901 $20,196,370,806 
Gains in Percentages. 

New York State companies. . 

Companies of other States... 


Assets. Insurance. 
200.9% 150.1% 
255.4% 249.0% 





Totals. .. 222.7% 191.3% 


It will be seen that the gains made by companies 
of other States, notwithstanding the advantage pos- 
sessed by the New York State companies both as to 
assets and volume of insurance in force, have been 
greater than the New York State companies, and 
there would-be no telling what would happen should 
Mr. Untermeyer succeed in forcing the life insur- 
ance companies to invest a large proportion of their 
funds in mortgages on property located in Greater 
New York, no inconsiderable amount of the pre- 
mium receipts, interest on policy loans and reserve 
funds now held having been acquired from policy- 
holders residing outside of the State of New York. 

The congested condition in the City of New York, 
especially the Borough of Manhattan, is almost 





upon a par with Washington, D. C., and the con- 
gestion in both places is largely, if not entirely, at- 
tributable to the war. Another point which we 
have not seen emphasized is that were the life com- 
panies prevailed upon to loan liberally on property, 
based upon the actual cost of construction at the 
present time, thére is a likelihood of the companies’ 
having to sustain a loss when such mortgaged prop- 
erties are appraised in more normal times. 

It is not beyond the peradventure of doubt that the 
present high cost of materials and labor, especially 
in cities where the depreciation of the building can- 
not be offset by the increase in land values, will 
result in foreclosure proceedings and, if Mr. Unter- 
meyer’s suggestion holds good in one instance, if cer- 
tain securities held by companies should be sold and 
reinvested in real estate mortgages it would natu- 
rally follow that the companies would have to dis- 
pose of their real estate acquired through foreclosure 
within the time limit ; namely, five years. 

Should the “depression” be on at that time no 
one can foretell the result. To give an idea of the 
difference in values, we were informed very recently 
that in a certain recent building operation that was 
practically compulsory the contractor had to pay 
$190 a ton for the steel. The present cost of steel 
is very much lower. It is particularly this phase 
of the matter that needs emphasis. 

In normal times the companies are very desirous 
of obtaining mortgage loans. Compulsory measures 
should be entered upon after careful deliberation 
only and not under any excitement. 


THE EXPENSE OF MERGERS. 


On page 21 of this issue we refer to the action 
taken by Hon. George Waverly Briggs, Commis- 
sioner of Insurance and Banking in Texas, on the 
merger agreement entered into by the Great South- 
ern Life Insurance Company of Houston, Texas, and 
the International Life Insurance Company of St. 
Louis, Mo. 

The Commissioner’s reasons for his disapproval of 
the arrangement need no explanations. While not 
directly specifying the amount of expense the ar- 
rangement would entail upon the policyholders of 
the Great Southern, he does clearly indicate that the 
surplus for the protection of the policyholders of the 
Great Southern, provided the arrangement went 
into effect, would be less than at present. 

We have been advised that the price the Inter- 
national was going to pay for the Great Southern 
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was to be the capital and surplus of the Great South- 
ern plus 25 per cent. of the premium income for four 
years, this amount to be paid out of the surplus 
earnings of the business over and above 9 per cent. 
loading on the premiums; and that the Interna- 
tional was also to pay the president of the Great 
Southern a 2 per cent. renewal commission on the 
Great Southern’s premium income for certain ser- 
vices. 

On page 20 we report the official opposition of 
the proposed merger of the Fraternal Aid Union of 
Lawrence, Kan., with the Knights and Ladies of 
Security of Topeka, Kan. This arrangement was 
submitted to the Superintendent of Insurance of 
Kansas and was by him referred to the Attorney- 
General of that State, who wrote an opinion upon it, 
pointing out that under the contract submitted, the 
National Council of the Knights and Ladies of Se- 
curity had agreed to pay the sum of $350,000 for 
effecting this merger. The Attorney-General also 
stated: 

“T later procured reliable information that an 
insurance broker was to receive at least $123,000 
of this sum, but how the remainder is to be spent 
has been absolutely denied me.” 





Another comment of this State official was: 

“No officer of these organizations should re- 
ceive a single dollar for any service he may ren- 
der in aiding or effecting this merger. The money 
paid into the societies by the members is a trust 
fund and should be so considered by the officers.” 
The editor is in thorough accord with the Attor- 

ney-General’s reference to mergers of fraternal 
beneficiary societies; to use his words: 

“Mergers of fraternal beneficiary societies 
should be encouraged. I think that everything 
should be done that is legitimate and honest to 
build them up and reduce their expense of opera- 
tion, but to spend $350,000 to effect a merger of 
these two societies would, in my opinion, be 
highly improper and a fraud upon the members.” 
There is something downright despicable in 

schemers who seek to “ feather their own nests ” by 
reinsuring or merging life insurance institutions that 
are forced to reinsure or liquidate because of excess- 
ive mortality caused by influenza-pneumonia epi- 
demic. No words are too strong to condemn the 
men who are parties to such transactions, particu- 
larly in the case of fraternal beneficiary societies or 
assessment associations. 








LATEST INSURANCE DECISIONS DISCUSSED 


By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 








LIFE INSURANCE — EFFECT OF SURRENDER OF 
RECEIPTS IN FULL SETTLEMENT. 


In the action of Schwemmer against Supreme Council 
Catholic Benevolent Legion a decision has just been ren- 
dered by the Appellate Division of the Supreme Court of 
New York for the First Department to the effect that 
where a beneficiary has surrendered a benefit certificate 
and executed receipts in full settlement of any claim under 
the certificate, the presumption is that the defendant com- 
pany would not make payment without surrender of the 
certificate and receipts, and, although only for the amount 
of conceded liability, it constituted an accord and satis- 
faction between the parties. The court further held, that 
although such surrender constituted prima facie evidence 
of such accord and satisfaction, yet where the receipts were 
not in the form of releases under seal and the certificate 
had not been canceled, the beneficiary was at liberty to 
meet such presumptions with testimony Showing a promise 
on the part of the company to pay the balance at a future 
time and that the defendant company had a like oppor- 
tunity to meet such evidence. ¢ 

An extract from the opinion in so far as it relates to 
this question is included herewith as follows: | 

“This is an action to recover a balance claimed to be 
owing by the defendant, a damestic fraternal beneficiary 
order, on a beneficiary certificate which it issued to one 
Lorenz Schwemmer, a member of the order, on March 14, 
1892. The membership of the defendant was divided into 
six grades, depending on the amount of their benefit cer- 





tificates, which varied and were classified according to the 
periodical contributions in the form of assessment which 
the member was desirous of making. The decedent was 
a third grade member, and his benefit certificate was for 
the payment ‘ of a sum of money not exceeding two thou- 
sand dollars, according to the provisions of law governing 
said fund,’ which amount the defendant agreed to pay out 
of its benefit fund to the plaintiff in this action, who was 
his wife and was so designated in the certificate, upon his 
death, if he should then be a member in good standing, 
provided he should not substitute another beneficiary, or 
reduce the amount of the benefit under the rules governing 
disability benefits. The member died on the 14th day of 
April, 1917, in good standing in the order, and without 
having reduced the amount of the benefit under the rules 
governing disability benefits, and without having substi- 
tuted another beneficiary. 

“Section 8, chapter 1, of the laws of the defendant, re- 
moves any doubt that might exist, on account of the 
phraseology of the certificate, with respect to the amount 
to be paid; for it is therein provided that the sum of 
$2,000 shall be paid on the death of any third grade mem- 
ber. On the 22d day of May, 1917, the widow surrendered 
the benefit certificate to the local council, to which her 
husband belonged, and received a check from the defend- 
ant for $1,490.96, on the face of which it was recited to be 
in full settlement of the benefit certificate, and she in- 
dorsed and collected it; and under that date she signed 
and delivered tq defendant a receipt for the payment of 
the money, in which it was recited that it was in full pay- 
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ment of her claim under the certificate which she sur- 
rendered, and she also signed a receipt, containing a like 
recital, indorsed on the surrendered certificate; under date 
of June 1, 1917. On July 17th thereafter she brought this 
action, as executrix of her husband's estate, alleging that 
the defendant agreed to pay, upon his death, to his family 
or dependents, the sum of $2,000, and that it illegally and 
wrongfully and fraudulently deducted $510 therefrom, for 
which amount judgment was demanded. The record 
shows that at the commencement of the trial the title of 
the action was amended by consent on a stipulation, so as 
to show that the action was brought by the widow, in- 
dividually. 

“ The fair inference presumptively is, from the surrender 
of the certificate by the plaintiff and the execution of the 
receipts by her to the effect that she accepted the payment 
made in full settlement and payment of any claim she had 
under the certificate, that the defendant would not make 
the payment unless she so surrendered the certificate and 
executed the receipts, and if the payment was made under 
those circumstances, although it was only of the amount 
for which the defendant conceded its liability, it consti- 
tuted an accord and satisfaction. Simons v. American 
Legion of Honor, 178 N. Y. 263, 70 N. E. 776. 

“Counsel for the plaintiff apparently appreciated this in 
pleading that the. deduction was illegally, wrongfully and 
fraudulently made, and by showing by his client that she 
was informed by the officers of the local lodge, with whom 
the settlement was made, at the time of the settlement, 
that as soon as the lodge became financially able the bal- 
ance would be paid, and that for the time being they 





Pa ae 


needed the money for the war, and she also testified that 
‘they gave me something how much I will get yet’; but 
there is no further evidence with respect to the ‘some- 
thing’ to which she referred. The learned trial court 
was evidently of opinion that the evidence was immaterial, 
for evidence offered by the defendant to contradict the 
plaintiff’s testimony on this point was excluded, and it duly 
excepted. The surrender of the certificate and the re- 
ceipts constituted prima facie evidence of an accord and 
satisfaction, within Simons v. American Legion of Houor, 
supra; but inasmuch as the receipts were not in the form 
of releases under seal, and the certificate had not been 
canceled, the plaintiff was at liberty to meet the presump- 
tion as she did. Her testimony was therefore material, 
and the defendant should have been permitted to have con 
troverted it. Komp v. Raymond, 175 N. Y. 102, 67 N. E. 
113, and Simons v. Am, Legion of Honor, sunra. Ii the 
defendant's evidence on that point had been received, it 
might have presented a question of fact as to whether the 
plaintiff surrendered the certificate, executed the receipts, 
and accepted the payment unconditionally, or whether she 
was given to understand that it was only a partial pay- 
ment, and that the balance would be paid later on. 

“It follows, therefore, that the determination of the 
Appellate Term and the judgment of the Municipal Court 
should be reversed, and a new trial granted, with costs to 
appellant in all courts to abide the event. Order filed. 
All concur.” 

Schwemmer v. Supreme Council Catholic Benevolent 
Legion, Appellate Division, First Department, May 2, 
1919, reported in 176 N. Y. S. page 139. 








REPORTS UPON COMPANIES AND ASSOCIATIONS 








CATHOLIC MUTUAL BENEFIT ASSO- Ages. Rate. 

CIATION, HORNELL, NEW YORK. 18-24 . 

Report of Examination Reviewed. 30-34 1.00 

)- 5 

This order was examined by the New of 1,45 
York Insurance Pepartment as of Decem- ‘In 1882 these 
ber 31, 1918, the report being dated March changed as follows: 

31, 1919. Ages. Rate. 

The financial exhibit as reported by the 21-24 1.00 

examiner contains the following: 30-34 1:20 

Total admitted assets ......... 371,698 40-44 1.45 

Unpaid death claims (net)..... $710,617 


“It will be seen that this change de- 


Ages. Rate. very heavy extra assessments had to be 
25-29 .80 levied. 
35-39 1.25 


“In 1915, the association was again 
confronted with the financial problem, 
in view of the fact that an acturial com- 
putation showed the association to be 


45-49 1.85 
rates were again 


Ages. Rate. approximately 55 per cent. solvent, and 
25-29 1.10 a crisis was reached when the Supreme 
35-39 1.30 Council voited to separate the member- 
45-49 1.6 ship into two classes, viz.: Class 1, con- 


stituting those members admitted prior to 


Borrowed money .............. 20,000 creased the rate assessment on the January 1, 1904, and Class 2, constitut- 
Miscellaneous bills ............ $5,558 older members and increased the rate ing those members admitted on and sub- 
Total liabilities ............... $736,175 on the younger ones. These assessments sequent to said date, At the convention 
Excess of liabilities over assets. $364,478 were levied monthly on the members, but action was taken which contemplated 
eo er errr ree $1,640,818 in some months more than one call would the division also of the common reserve 
Total disbursements ........... $1,643,444 be made, . fund of these two groups of members, 

The examiner, in referring to the as- “In the years from 1880 to 1903, more by ascertaining the amount of the re- 
sessment rates, stated: than 12 single assessments were called. serve accumulated on the certificates of 


“ Assessment Rates. 


The number of calls in 1892, 1893 and 
18% was 19; in 1895-1896, 20; 1897-1898, 


Class 2 since January 1, 1904, down to 
December 31, 1915, on the basis of the 


“The present financial condition of this 19; 1899-1900, 21; 1901, 23; 1902-1908, 24. 


association is due entirely to inadequate 
assessment rates collected from a large 
majority of the members during nearly 
its entire history. The last two reports 
on examination of the association pub- 
lished by this department give a thor- 
ough account of the history of the as- 
sessment rates. To summarize briefly, 
from 1876, the date the association was 
organized, to March, 1881, each member, 
irrespective of age, paid $1.10 upon each 
death, of which $1 was paid to the bene- 
ficiary, the total benefit not exceeding 
the sum of $2,000. In March, 1881, the 
supreme council, at its convention, 
adopted the following schedule of rates 
per death for each $2,000 certificate: 





“At the regular convention of the Su- 
preme Council held in October, 1903, a 
radical change was made in the assess- 
ment rates. The rates adopted at that 
time, now in force, are approximately 10 
per cent. higher than the net level pre- 
mium on the National Fraternal Congress 
Table of Mortality with 4 per cent. in- 
terest, and probably would have proven 
wholly adequate had they been applied 
to each member at attained age, assum- 
ing that the members accepted had been 
medically well selected, but instead the 
rates were applied at age of entry. 

“So the old members paid inadequate 
rates not only prior to 1903, but con- 
tinued to do so until the year 1918, when 





National Fraternal Congress Table of 
Mortality and 4 per cent. interest, and 
setting aside the equivalent thereof for 
the sole protection of the members of 
Class 2, the plan being to keep there- 
after the resources and obligations of 
the two classes entirely separate. While 
this procedure seemed to be entirely 
equitable, inasmuch as Class 2 was to be 
cerdited only with the excess of its as- 
sessments over the tabular cost of the 
insurance of its members, which cost was 
undoubtedly more than the actual, from 
the time the class was practically estab- 
lished, the plan.was upset by the de- 
cision of the Supreme Court of this State 
in an action brought by certain members 
of Class 1 to restrain the officers from 
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carrying it into effect. As the result of 
this, a special convention of the Supreme 
Council was called in March, 1917, and 
by-laws were then adopted providing for 
the separation of the membership into 
the two classes, 1 and 2, as above de- 
scribed, and crediting Class 1 with the 
full amount of the common reserve fund 
amounting on December 31, 1916, to 
$1,087,983.11, and providing further, in 
substance, that beginning with March 6, 
1917, the reserve accumulated from future 
assessments of Class 2 shall constitute 
the sole and separate property of Class 
2, to be used only in the payment of 
future claims of this class. 

“It will thus be seen that the members 
of Class 2, although paying high and 
concededly adequate rates from the very 


beginning of their contracts, lost all 
their reserve accumulations’ thirteen 
years after this class was practically 


established, which was computed by the 
association’s actuary to be $709,028 as of 
December 31, 1916. Moreover, the plan 
adopted in 1917 provided that the mem- 
bers of Class 1 may transfer to Class 2 
upon paying the rate adopted in 1903 at 
present age, or its equivalent under cer- 
tain options, without medical examina- 
Those who choose to remain in 
Class 1 have this privilege, subject to be- 
ing assessed by extra calls to the extent 
of meeting the full cost of the mortality 
in this class. What the officers would 
have done, had they felt that they had 
the authority, was to begin levying extra 
assessments on Class 1 immediately after 
the special convention of 1917, but they 
were restrained from doing this, it ap- 
pears, by an old provision of the by- 
laws which prohibited the calling of ex- 
tra assesments until the old reserve fund 
became exhausted, 

“The officers began levying extra as- 
sessments in February, 1918, and the 
number of extra calls made since, down 
to March, 1919, inclusive, is as follows: 


tion. 


1918 
PODIWRRR iis 6:0 dcpbia <cvinnin bce sng paavin's 1 
DCR Fete iiwcads 45440060060 inwedheawe 1 
MGT, cee eibtne <ccenthe ws cunes deans 1 
MED” cecuauakty widenrateicctatheseneees 1 
SUNG: .cSamthedeecarevccasdeeee cesaaarnk 2 
SOE sa epaancnadeecastarere ta<sseethure 3 
NIG f avers $0665.05 09405045. 405ae.cdeeees 2 
WOU | cane <0 4eodsde en Carcsenaatuneee 3 
ON ere cv avan suede eueah SoeCNa 4 
OO ans 3 cuins hn cwienains batnitee 6 
ROO, orn tirdge aekene hae anaes aon 7 

1919 
CORN. eetik i os cies cass ose tedeunen 7 
WONG Sook 055004500 00s caneheeeee a 
MPO ocdsiains 40c< teases cuens ev eoven es 7 
“Since last December there has also 


been levied a special assessment of 25 
cents per month on each member of both 
classes to meet war losses. Notwith- 
Standing such extra assessments the 
amount collected from Class 1 members 
has not been sufficient to meet the death 
claims in this class, due to the demoral- 
ization which always attends a. proce- 
dure of this kind, I find that the man- 
agement, in order to pay the claims when 
due, has taken from the Class 2 reserve 


fund, accumulated since March 6, 1917,. 





*. 





during 1918 and in January and Febru- 
ary of 1919, the total amount of $186,300, 
and there was still unpaid on December 
31, 1918, claims on Class 1 amounting to 
$164,519.05. With only 2,671 members 
left in this class on said date, it may be 
seen how utterly impossible it is to pay 
the pending claims in this class from as- 
sessments on the remaining members.” 
In conclusion, the examiner stated: 


“ Conclusion, 

“It is apparent that a crisis has been 
reached in the affairs of this association. 
On December 31, 1918, the due and ac- 
erued liabilities exceeded the accumu- 
lated assets by $364,477.71, and on the 
said date the total ledger assets 
amounted to $269,298.43, of which amount 
$263,258.66 was vested exclusively in 
Class 2. The due and accrued claims 
unpaid in Class 1 amounted to $164,- 
519.05, and in Class 2 to $564,000. Of 
the remaining members in Class 1, 1,231 
members have ‘ paid-up’ certificates for 
reduced amounts and probably cannot 
therefore be assessed. The remaining 
members in this class will soon have 
either lapsed their certificates or trans- 
ferred to Class 2. It is obvious that the 
remaining claims of Class 1 cannot be 
paid, except from the funds of Class 2. 
“The Supreme Trustees have used, to 
the time of this examination, upwards 
of $186,000 of Class 2 funds in payment 
of claims in Class 1. The probability is 
that they will pay a greater part of the 
balance of such claims from this source, 
and, as above stated, there appears to 
be no other way in which they can be 
paid. This seems to be in violation of 
the agreement contained in the constitu- 
tion and by-laws made at the time the 
separation of the funds of the two 
classes began, and also of subsection 7 
of section 241 of the Insurance Law of 
this State. In defense of this, the su- 
preme officers and trustees state that, 
had they repudiated the claims of Class 
1, the association would have become de- 
funct, and they say they believe that, 
rather than have this happen, the mem- 
bers of Class 2 would unanimously en- 
dorse their action. 

“If the association is to continue it 
will be necessary to levy extra assess- 
ments unon the members to the extent, 
at least, of meeting the due and accrued 
liabilities, and ultimately to restore the 
reserves of Class 2 which have been 
used,” 

Superintendent of Insurance Phillips 
filed a memorandum to the report on June 
2, 1919, which is as follows: 


“ Memorandum by Superintendent. 

“The annexed report on the examin- 
ation, as of December 31, 1918, of the 
Catholic Mutual Benefit Association 
shows the due and accrued liabilities of 
the association to be in excess of its 
accumulated assets to the extent of 
$364,477.71. This condition is undoubt- 


edly due to three distinct causes, viz.: 
(1) Inadequate assesments collected from 
members who entered the association 
prior to January 1, 1904, which continued 
until the early part of 1918; (2) Losses 
sustained as the result of the influenza 











epidemic: (3) Losses sustained as the re- 
sult of the late war. 

“The condition shown demanded im- 
mediate attention, and I therefore re- 
quested the officers of the Supreme Coun- 
cil, the members of the Board of Su- 
preme Trustees, and the officers of the 
several grand councils, together with the 
consulting actuary of the association, to 
meet me in conference and submit a plan 
whereby the assets of the association 
would be increased to the extent at 
least, of meeting the due and accrued 
liabilities and if possible, to replenish 
the reserve fund of class 2 sufficiently to 
restore the full amount which has been 
used to pay claims in class 1, which 
class, I am informed, is now practically 
extinct. 

“The officers and representatives above 
mentioned responded immediately to my 
request and, after giving the matter care- 
ful consideration, they advise that the 
plan which they believe will be most 
successful is the levying of an extra 
assessment each month upon the remain- 
ing members of the association for an 
indefinite period. As a result of this, a 
resolution was adopted by the Board of 
Supreme Trustees, by virtue of which 
the Supreme Council will begin levying 
an additional amount per month upon 
each member equal to one monthly 
beneficiary payment at the rate fixed for 
his age, amount of certificate and class 
of risk by the terms and provisions of 
section 1 of the beneficiary fund law of 
the association. Such payments will be- 
come due on the first day of each month 
beginning with June, 1919, and on the 
first day of each month thereafter until 
the same may be _ discontinued or 
changed by order of the Board of Su- 
preme Trustees. 

“The supreme officers and trustees, as 
well as the officers of the grand coun- 
cils represented, seem to be sanguine 
that the members will respond to this 
eall, through their loyalty to the asso- 
ciation, and will promptly and cheerfully 
meet the emergency. 

“This association is one of the oldest 
fraternal beneficiary associations incor- 
porated under the laws of this State. It 
was founded in the year 1876, and is now 
one of the most representative fraternal 
associations of its kind in the insurance 
field. It has been honorably and eco- 
nomically managed; its members are 
bound together not only by a strong 
fraternal feeling, but also by the ties 
of a common religious faith. It is for 
this reason that I feel every opportunity 
should be given the members to demon- 
strate that they are capable of lending 
their aid unselfishly to rehabilitate the 
organization and extricate it from its 
present plight. 

“It is true that the insurance reserves 
accumulated from the contributions of 
the members who entered the association 
since January 1, 1904 (class 2), have been 
greatly depleted as a result of the de- 
cision of the Supreme Court of this 
State in 1917, which held that, by rea- 
son of the absence of a special agreement 
in the constitution and by-laws, the 
funds of the association theretofore held 
(Continued on next page) 
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in common between such members and 
those who entered prior to said date 
(class 1) could not be segregated and 
held for the protection of each class 
separately. The loss to class 2 on this 
account is stated in the report as 
amounting approximately to $709,028 on 
December 31, 1916. The constitution and 
by-laws having been amended in March, 
1917, providing for a strict separation 
thereafter of the reserve accumulations 
of class 2, the management was charged 
with the responsibility of keeping such 
reserve intact. However, due to the de- 
moralization of class 1, which followed 
the levying of very heavy extra assess- 
ments on this class, and which resulted 
in the loss of many members, a heavy 
transfer to class 2, and a large accumu- 
lation of death claims in this class, 
which could not be met in full from the 
remaining funds thereof, the officers 
found themselves confronted with a 
peculiar dilemma. Obviously they had 
the alternative either to repudiate the 
claims of class 1 and allow the associa- 
tion to become defunct, or pay the claims 
from the funds of class 2. They chose 
the latter course, which amounted to a 
violation of the by-law agreement. 

“It is the contention of the officers and 
supreme trustees that, in using the funds 
of class 2, as above described, they feel 
that their conduct will be unanimously 
approved by the members of class 2; 
that the organization is not a mere finan- 
cial institution, but a purely fraternal 
association bound together by a common 
sympathy born of a strong religious 
faith; that the members of class 1 whose 
claims were actually paid from the funds 
of class 2 were the pioneers of the asso- 
ciation, and, rather than leave such 
claims unprovided for and have the asso- 
ciation end, every member of class 2 
would approve the use of the funds of 
the latter class in payment thereof. 

“It is clearly the legal right of the 
association to endeavor to rehabilitate 
itself by the levying of extra assess- 
ments, and, if the members of class 2, 
which class I am informed now embraces 
practically the whole association, are in 
accord with the policy and acts of the 
management, I do not feel warranted 
in taking any action at this time which 
will destroy the opportunity of this 
association to rebuild itself. 

“The success of the association in the 
future lies with the members themselves. 
To the extent that they unselfishly re- 
spond to the call for loyalty and support 
of the association in this emergency they 
will determine its future success or 
failure.” 


COMMONWEALTH LIFE 


COMPANY, OMAHA, NEB. 


Correction Notice. 


In “ Best’s Life Insurance Reports,” page 
117, this company’s mortality experience 
for 1918, both in the cost table and the 
general review, is stated to be 138.8 per 
cent. This is incorrect. The company ex- 
perienced a savings in mortality during 


1918 of $49,993.00 and the correct ratio of 





INSURANCE 








actual to expected mortality was 72.0 per 
cent. not 138.8 per cent. 

We request that our subscribers observe 
this correction notice. 





EQUITABLE LIFE ASSURANCE’ 80- 
CIETY OF THE U. 8S., NEW YORK, 
N. Y. 

Report of Examination Reviewed. 


The regular triennial examination of this 
company was made by the New York In- 
surance Department as of December 31, 
1917, the report being dated May 12, 1919, 
and was filed June 4, 1919. The examina- 
tion shows that the surplus, as reported by 
the company, as of December 31, 1917, was 
$11,645,253.30, while that reported by the 
examiner was $12,659,849.06, an increase of 
$1,014,590.76. 

The report is voluminous; we therefore 
print extracts only, which are as follows: 

“The Committee on Mutualization, ap- 
pointed January 20, 1911, reported July 

19, 1917. The report contained a plan of 

mutualization of the company. This 

plan was adopted by a majority of the 
stockholders. Upon submission of a vote 
of the policyholders the plan was duly 
approved. The plan was approved by 
the Superintendent of Insurance Febru- 
ary 6, 1918. 





“The mutualization plan provided for 


the transfer to the Equitable of Mr. du 
Pont’s 564 shares of stock in exchange 
for a subordinate share in 40 semi-an- 


nual interest payments when and if made’ 


by the Equitable Building Corporation 
to the Equitable Life. The company 
earried the following items of liability: 
1. Premium over par—minor- 


me GUE aéccwcctepeannee $554,000 00 
2. Accrued interest on $111,- 
587.46 from November 1, 


1917, through December 
Wy OEE. aby tevccueesubeden 930 00 

3. du Pont’s * subordinate 

share in interest due No- 
CORROE SD, GREE cv cccacetee 111,587 46 
Liability carried $666,467 46 


“The premium of $1,400.00 per share 
on the 436 shares of minority stock 
amounted to $610,400.00. In setting up 
the liability the company deducted 
therefrom the par value of the 564 shares 
to be acquired from Mr. du Pont. When 
the transfer was effected in February, 
1918, after the approval of the plan by 
the Superintendent of Insurance, the par 
value, $56,400, was charged to a special 
account and the contra credit entry made 
to the premium over par account raised 
to provide for the purchase of the mi- 
nority stock. This increased the reserve 
to the full amount necessary to acquire 
the minority shares, $610,400.00, at the 
price stipulated in the plan of $1,500.00 
per share. 

“In connection with this entry there 
was a memorandum entry on the jour- 
nal recording this transfer from Mr. 
du Pont of the 564 majority shares of 
stock. 

“The question is raised whether for 
purposes of record. it would not be ad- 
visable to make a further entry to show 
the values agreed upon between Mr. du 
Pont and the Equitable, namely, $2,799,- 





| 


900, the value to Mr. du Pont of his 564 
majority shares of stock transferred to 
the Equitable, and $2,799,900, the value to 
the Equitable of the subordinate par- 
ticipation in this mortgage interest trans- 
ferred to Mr, du Pont. 

“In their financial statement, the ex- 
aminers have carried at its full face 
value the mortgage on the Equitable 
Building, despite the aforementioned as- 
signment to Mr. du Pont of the subor- 
dinate participation in interest payments 
thereon valued at the time of the assign- 
ment at $2,799,900. 

“Examination of the stock certificate 
records showed that June 1, 1918, 977 of 
the 1000 outstanding shares of stock had 
been acquired. The old shares were can- 
celled and six new certificates for a total 
of 977 shares issued in the names of John 
H. Finlay, Morgan J. O’Brien and George 
Wharton Pepper, as trustees, as described 
in the plan of mutualization dated July 
19, 1917, to be held in trust for the bene- 
fit of policyholders as provided by law. 
We have examined these six certificates 
which are in possession of the 
in its vaults, and find them 
above and not endorsed. 


society 
issued as 


“ Comparative Figures. 
“The following table shows by per 
centages of the various ledger assets to 
total ledger assets variations in the dif- 


ferent investments at the end of each 
of the years given: 
December 31, 1914. 1915. 1916. 1917. 
Real estate. 3.13% 3.24% 3.599% 3.52% 
Mortgage .. 21.73% 20.969 19.92% 19.92% 
Collaterial 

loans 08% 02% 02% 01% 


Policy loans 


and liens. 18.22% 18.206 17.12% 16.33% 
War liens... 





01% 01% 

Bonds and 

stocks ... 3.06% 55.179 56.75% 58.44% 
Cae .. «acexe 148% 2.16% 2.438% 1.64% 
Miscellane- P 

We higenes 39% 25% 16% 13% 
Total ledger 

assets ....100% 100% 100% 100% 


“The decrease in policy loans has been 
mainly taken up by the increased pro- 
portion of bond investments. 

“Based upon mean investments the in- 
terest and rent returns respectively on 
the larger items of investment were for 
each of the last three years as follows: 

1915 1916 1917 
Real estate (gross)... 6.089% 5.83% 6.67% 
Mortgages. . . ...... 4.87% 4.99% 4.81% 
Policy loans ........ 5.01% 5.01% 5.15% 
Bonds and stocks... 4.31% 4.47% 4.45% 


“Chilean and Argentine Currency. 

“The company adjusted its reserves 
December 31, 1917, on certain Chilean and 
Argentine policies. Chilean currency 
was taken at 30 cents on the dollar and 
Argentine at 42% cents. The deductions 
were, respectively : 





MN 5 secant tatiana a $706,117.00 
SI. 0. &. bts tennsseendte 551,244.00 
ENED «Biv atrgie teidloiiiid ontene $1,257,561.00 


“The policy lists on which these de- 
ductions were based were checked with 
the loan cards and 710 cases with loans 
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(340 Chilean and 370 Argentine) were 
found, which apparently should have 
been included but which had _ been 
omitted from the lists. 

“Assuming a mean reserve on the 
Chilean and Argentine basis equal to the 
amount of loans and converting this to 
United States currency on the basis at 
which carried would give a minimum of 
reserve now carried of: 
Chilean policies at $1 
Argentine policies at $1 1,404,976.00 
$2,268,928.00 
Reserve adjusted : 

Chilean 30 cents 

Argentine 424% cents 


“In the case of loans on policies, the 
reserve of which had been adjusted by 
the company, the adjusted reserves 
would generally run from 25 per cent. to 
at least 50 per cent. in excess of the 
loan. If correct reserves were used, the 
above reduction would be greater. This 
only applies to policies with loans; there 
would be a further reduction on account 
of policies without loans and not on the 
lists, 

“December 29, 1917, the exchange on 
Rio was approximately 27 cents and on 
Buenos Aires 47 cents. 


Change in Reserve Basis. 

“ August, 1915, the company received 
authority from the Superintendent of In- 
surance to lower the reserve basis on cer- 
tain policies of insurance from the 
American 3 per cent. to the American 344 
per cent.; also on certain annuity con- 
tracts from McClintock's 344 per cent. to 
American 3% per cent. With this 
change, all contracts are now valued on 
the reserve basis used in the computa- 
tion of their premiums. 


“ Dividends. 

“ During the last four years the amount 
of insurance on the deferred dividend 
plan has decreased and the amount on 
the annual dividend plan has increased 
as follows: 


Ins, in Force Deferred Annual 
Dec, 31. Div. Plan. Div. Plan. 
$572,005,924 $845,954,115 
517,579,940 959,725,775 
467,674,617 1,062,607,884 
415,433,894 1,263,561,923 


“The deferred dividend surplus, in- 
cluding amounts apportioned for pay- 
ment in the next succeeding year, was, 
respectively : 
Dec, 31, 1914 
Dee, 31, 1915 
Dee. 31, 

Dec, 31, 


$69,216,622 
71,734,050 
73,404,483 
72,087, SAT 
“Since the last examination changes 
have been made in the bases for dis- 
tribution between first year and renewal 
expenses, also in certain percentages of 
premiums used in preparing the de- 
ferred dividend funds. These changes 
would seem to bring the amounts used 
in the various funds more in harmony 
with the actual cost of carrying the 
different forms of insurance. These 
changes follow: 





Medical and Inspection Fees. 
1914 1915 1916 1917 
New. ...... % 9/10 9/10 9/10 
Renewal... % 1/10 1/10 1/10 


Agency Expenses 
New... .... % 54.55% 56.975% 59.36% 
Renewal... % 45.45% 43.025% 40.04% 


Printing and Stationery. 
New....... % % % % 
Renewal... % % % % 


Deferred Dividends — Percentages of 
Premiums, 

Coms...... 7.50% 5.35% 5.35% 4.94% 

Dis. exp. ... 2.09% 158% 154% 157% 

Undis. exp.. 686% 4.73% 441% 4.91% 


“Ine. in ac- 


erued due 
and unpaid 
SEMOR 5.0 te |! Lwes aye 3% 38% 





Total exp. . 16.45% 11.66% 12.14% 11.80% 
The society ; 
used ..... 16.0% 11.37% 11.87% 11.50% 
plus 5 per cent. for tropical risks. 


“The company uses the gross rate of 
interest in computing its deferred divi- 
dend funds. This gross rate for each of 
the last four years was: 

4.61% 
4.65% 
4.73% 
4.76% 

“In computing its annual dividends the 
company has used a rate of 4.3 per cent. 

“The forty semi-annual instalments 
of mortgage interest of $111,537.46 ex- 
changed with Mr. du Pont for his ma- 
jority holding of Equitable capital stock, 
will serve to decrease by that amount 
the gross interest which would otherwise 
be received from mortgages and _ will, 
therefore, be reflected in the interest 
earnings. The amount of the surplus 
necessary to purchase the minority stock, 
$554,000, was amortized for 20 years at 
4% per cent. on a semi-annual basis, and 
the amounts of such instalments, $20,- 
684 86, or $41,369.72 yearly, will be in- 
cluded as part of investment expenses 
and thereby reduce the interest rate used 
in computation of dividends. 

“As explained in the last department 
report the company prepares its perma- 
nent dividend fund on the basis of 
amortized values of bonds subject to 
amortization. This is the same basis 
upon which the financial statement of 
the company is prepared. In making 
distribution of deferred dividend funds 
on policies maturing, the company takes 
into account the recent average deprecia- 
tion of market values of securities, 
thereby making such distribution on a 
market value basis. The charge for de- 
preciation used in computing deferred 
dividends to be paid on policies maturing 
in each of the last five years has been: 
1914 maturities .............. aoe 
1915 maturities 
1916 maturities 
1917 maturities 
1918 maturities 


“The question of maturing deferred 
dividend policies has been the subject of 
consideration by the officers | di- 
rectors. An investment program was 


adopted by the Finance Committee in 








1918 calling for investments in bonds of 
early maturities or in the long term 


bonds of a broad market. Investments 


in mortgages on the home purchase plan 
or with the same approximate maturities 
as in the case of bonds were also recom- 
mended. The matter was again taken 
up early in 1917, and it was decided that 
the company’s investments were in such 
condition that the maturity date need no 
longer be the controlling factor. It 
would appear that the company will not 
be obliged to sacrifice its investments to 
meet its deferred dividend settlements. 

“The profit on account of foreign ex- 
change for each of the last three years 
has been: 


BORG, 5. Seae tect ivcsoceeocese $225,417.28 
1916... 125,756.10 
1917... 2,135.45 


“These profits form part of the profit 
and loss items adjusted in the various 
deferred dividend funds. The reserves 
on foreign business are carried on the 
Actuary’s rate of conversion usually 
higher than the auditor's rate used in 
the accounts of the company. The re- 
serves on foreign business have decreased 
by some $6,000,000 in the last four years, 
due to the fact that the company has 
ceased to write new business in many 
foreign countries. As this reserve cal- 
culated at a higher conversion rate than 
that used in the accounts is reduced by 
liquidation of foreign business, there will 
be a gain which will not appear in the 
accounts. Probably the greater part of 
this gain will be derived from deferred 
dividend policies, which constituted a 
large part of the company’s writings 
prior to 1907. This gain will not be so 
great on the European business as on 
that of certain in South American coun- 
tries where there was a greater differ- 
ence between the actuary’s and auditor's 
conversion rate. The company has been 
deducting from its Argentine and Chilean 
reserves sums each year to bring the re- 
serves more in accord with the auditor’s 
rate. For 1917, the deduction was $1,- 
257,361. 

“If the gain from this source is of 
any large amount it would seem that it 
should be taken into consideration in 
preparing the deferred dividend funds. 

“We have checked the rates of divi- 
dends reported in Schedules M. and N. 
The dividends as reported agreed with 
the company’s records and methods. 

“Nothing is reported in Schedules O. 
and P. The company’s method of ac- 
cumulating its deferred dividend funds is 
not such as to furnish the information 
required in these schedules. 

“Test checks were made of dividends 
paid. The different liability items on 
account of dividends were investigated. 
The estimate of annual dividends payable 
in 1918 is based upon dividends paid or 
applied during the first two months of 
the current year as compared with 
similar items for the previous year. An 
adjustment was necessary by reason of 
the discontinuance of first year dividends. 
This adjustment was estimated $300,000. 

“In checking the inventories and make- 
up of dividends due errors were found 
increasing the liability by $2,223.38. The 

(Continued on next page) 
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company also deducted from the amount | 


reported $4,636.05 dividends due from re- 
insuring companies. 
were not admitted to do business in this 
State. Without questioning the fact 
that these dividends will ultimately be 
received by the Equitable, we have dis- 
allowed them as a reduction of the divi- 
dend liability because of the provisions 
of section 22 of the New York Insurance 
Law. This section provides in part that 
‘no credit of any kind shall be allowed 
or given either as a reduction of taxes 
or of liabilities * * * for reinsurance 
made in corporations not authorized to 
issue policies in this State.’ We have 
not made any deduction from the asset 
item of gross premium deferred and un- 
collected because of reinsurance in not 
admitted companies. 

“In the year 1915 new tables of theo- 
rectical or so-called standard surplus 
were prepared for the purpose of com- 
puting the deferred dividend surplus to 
be distributed under the various plans 
and ages. These tables were constructed 
on the basis of the Equitable’s standard 
tables of mortality, which reflected the 
results of the Medico Actuarial Investi- 
gation that the principal saving of 
mortality arose from the younger ages. 
Changes were also made in the assumed 
expense charges to bring them into closer 
conformity with recent experience. This 
new scale of Standard Surplus was em- 
ployed for the first time in connection 
with deferred dividend policies reaching 
their distribution periods in 1916 in the 
Guaranteed Cash Value Tropical, Total 
Abstinence new and old guaranteed cash 
value classes. In 1917 it was applied to 
the graduated and ‘ Deferred Dividend’ 
classes. 

“ Annual Dividends. 

“No change has been made since the 
last examination in the formula used to 
compute the amounts of annual divi- 
dends. This formula still contains a 
sliding scale of expense charges decreas- 
ing each yeur. The balance of the pre- 
mium is added to the terminal reserve 
of the previous year and the total im- 
proved at 4.3 per cent. interest for a year. 
The cost of insurance and terminal re- 
serve for the current year are then de- 
ducted and any balance is the dividend 
for the year. 

“As reported by the company its sur- 
plus has changed in each of the last three 
years as follows: 

From 1914-1915, increase ..... $403,977.33 
From 1915-1916, decrease .... 1,447,535.36 
From 1916-1917, increase ..... 146,935.52 

“ Assuming that the deferred dividends 
are correct, it would appear that the 
total amounts set aside and paid on ac- 
count of policy dividends substantially 
return to policyholders the surplus earn- 
ings of the company from year to year. 
The deferred dividend fund records are 
designed to include earnings only on that 
class of policies. It would appear that 


any earning on non-participating busi- 
ness will be distributed to annual divi- 
dend policyholders. . 

“In 1916 new policy forms were 
adopted which provided for a first year 
dividend contingent upon the payment 
These forms 


of the second premium. 





These companies | 





were discontinued of issue in April, 1917. 
In January, 1917, the new forms of poli- 
cies adopted provided for payment of a 
first dividend at the end of the second 
policy year. The dividend leaflet issued 
by the company showing dividend rates 
payable in 1917 contains the announce- 
ment that it is the company’s intention 
to substitute for the first year’s dividend 
heretofore paid a special dividend in the 
fifth year of insurance, and it is the ex- 
pectation that similar special dividends 
will be paid at the end of each fifth year 
thereafter. 

“ Effective April 22, 1918, a change has 


* been made as to payment of dividends on | 
policies the premiums on which were | 


paid on other than the policy anniver- 
sary date. Such policies formerly re- 
ceived dividends on the anniversary date. 
The company is now paying an irregular 
dividend covering the period to the date 
on which premiums are payable and here- 
after will pay the annual dividend on 
the date the premium is payable. 


“ Group Insurance. 

“For 1917 the company reported its 
group insurance in the Policy Exhibit 
on the group basis, counting as policies 
the number of groups rather than the 
individuals insured in the group. In line 


| 


with this change terminations within a | 


group were treated as decreases and ad- 
ditions to the group as increases. 

“The premiums received during and 
insurance in force at the end of each of 
the last three years were, respectively: 


Group Group 
Prems. Received. Ins. in Force. 
1915. . $412,011.08 $12,886,866 
1916... 693,213.07 60,805,478 
1917... 1,474,052.64 132,490,450 


“ Dividends on group business payable 
in 1918 are being calculated in a different 
manner than heretofore. A basic divi- 
dend of 15 per cent. of the last year's 
premium for groups one year in force is 
increased by 1 per cent. for each addi- 
tional year in force up to 20 per cent. 
The mortality experience of the group 
for the last five years in force if in force 
that long is computed. On groups more 
than five years in force, the last five 
years is taken if the premiums for that 
period are at least five times the average 
insurance per life multiplied by 20. 
Extra years experience are taken if neces- 
sary. A favorable experience (under 60 
per cent.) is added to and an experience 
over 70 per cent. is deducted from the 
basis dividend.” 





FARMERS AND BANKERS LIFE INSUR- 
ANCE COMPANY, WICHITA, KAN. 
Referring to our report upon this com- 

pany in “ Best’s Life Insurance Reports” 
for 1919, pages 168-170, our attention has 
been called to the following changes which 
would have been made had we been ad- 
vised promptly by the company in regard 
thereto: 

Under “ Classes and Amounts of Business 
Written and in Force,” page 169, the non- 
participating insurance written is stated 
as $23,346,778. This should be $23,206,778. 

In the General Review we comment upon 
the vice-president and agency manager, 
James P. Sullivan, whose name is also 





listed as an officer of the company. Mr. 
Sullivan is no longer connected with the 
company. The company also advises us 
that it no longer writes participating in- 
surance and that the policy described by 
us “ Term to 6 combined with endowment 
at 6 for one-tenth face of policy” should 
also contain the following description: 
“to amount of face of policy.” 





FIRST REINSURANCE COMPANY OF 
HARTFORD, HARTFORD, CONN. 
4,506 shares out of a total of 5,000 shares 
of the capital stock of this company was 
auctioned off by the order of the Alien 
Property Custodian. Mr. Goodwin Beach, 
of Hartford, Conn., bidding for himself and 
a few associates, secured the stock for 

$785,000. 





FRATERNAL AID UNION, 
MERGER WITH KNIGHTS AND LADIES 
OF SECURITY OPPOSED. 

A merger agreement between the Knights 
and Ladies of Security and the Fraternal 
Aid Union was entered into by the officers 
of both orders. John Breyfogle, an in- 
surance broker, of Kansas City, Mo., re- 
ceived a contract to put through the 
merger on a basis of $1 for each $1,000 of 
insurance transferred. 

The arrangement was submitted to the 
Superintendent of Insurance of Kansas for 
his approval and was referred by him to 
the Attorney-General, who rendered an 
opinion against the proposed merger. 

The opinion of the Attorney-General was 
set forth in a-letter addressed to the Su- 
perintendent of Insurance, and is as fol- 
lows: 

“In re Merger National Council Knights 
and Ladies of Security & Fraternal Aftd 
Union. 

“I am herewith returning to you the 
copy of the contract of Merger, Re- 
insurance and Consolidation, between 
the National Council of the Knights and 
Ladies of Security and the Fraternal Aid 
Union. 

“The matter has had my careful con- 
sideration and I have given the most 
earnest thought to the arguments sub- 
mitted by the persons who are interested, 
and particular care and thought to your 
statements to the effect that this pro- 
posed merger would be for the benefit 
of both societies, but from all the in- 
formation I have been able to procure 
I do not believe the merger is just and 
equitable to the members of the societies 
and, therefore, disapprove of the same. 

“At the time this contract was sub- 
mitted to me for consideration I was in- 
formed that the officers of the National 
Council of the Knights and Ladies of 
Security had agreed to pay the sum of 
$350,000 for effecting this merger. I 
immediately asked for a detailed state- 
ment of how this money was to be dis- 
bursed and who was to receive it. I 
later procured reliable information that 
an insurance broker was to receive at 
least $123,000 of this sum, but how the 
remainder is to be spent has been abso- 
lutely denied me. No officer of these 
organizations should receive a_ single 
dollar for any service he may render in 
aiding or effecting this merger. The 
money paid into these societies by the 
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members is a trust fund, and should be 

so considered by the officers. I would 

consider the payment of $350,000 or 
$123,000 to a broker for effecting this 

merger an unreasonable amount and a 

fraud upon the members whose money is 

being spent. If this broker has a con- 
tract calling for the payment of such 
sum from the funds of the Knights and 

Ladies of Security I consider that the 

same is unconscionable and invalid and 

that it.may be advisable upon further 
investigation for me to take proper 
action to set it aside. 

“You are, therefore, advised that if 
this merger is made and an unreasonable 
amount of the funds of either of these 
organizations is used in effecting such, 
or any part of the money so disbursed is 
paid to any person or persons who 
should not receive the same, it will be- 
come my duty to make a thorough in- 
vestigation, and upon making same, if 
1 find that the facts warrant me in so 
doing, 1 will make every effort to have 
all the money which has been unlaw- 
fully paid out returned to the organiza- 
tion from which it was secured. 

“Both of these societies are strong. 
They are perhaps among the strongest 
in the country. Their membership in- 
cludes thousands of the best citizens of 
our State, and those, the members of the 
rank and file of the organizations, are 
the ones whose interests should be safe- 
guarded. They are the ones for whom 
the officers of these societies should be 
acting. 

“Merger of Fraternal beneficiary so- 
cieties should be encouraged. I think 
that everything should be done that is 
legitimate and honest to build them up 
and reduce their expense of operation, 
but to spend $350,000 to effect a merger 
of these two societies would, in my 
opinion, be highly improper and a fraud 
upon the members. 

“I, therefore, disapprove of the con- 
ditions and terms of this merger and 
advise the Insurance Department to re- 
fuse to approve the same.” 

Most recent developments indicate that 
efforts for the merger will be made on a 
new basis with less cost as demanded by 
the Attorney-General. 7 


GREAT SOUTHERN LIFE INSURANCE 
COMPANY, HOUSTON, TEXAS. 
Merger with International Falls Through. 
In “Best's Life Insurance Reports” 
(1919 referring to the above company, page 

238, we stated: 

“ Stockholders representing 92 per cent. 
of the capital stock of this company rati- 
fied (at a meeting held for the purpose 
on April 8, 1919), an agreement by which 
the International Life Insurance Com- 
pany of St. Louis reinsures its out- 
standing business and takes over the 
assets. The agreement had to be form- 
ally approved by the Missouri Insurance 
Commission when this form went to 
press.” 

On June 16, 1919, the Texas Commis- 
sioner of Insurance and Banking an- 
nounced that he disapproved of the pro- 
posed merger with the International Life 
Insurance Company of St. Louis, Missouri, 
The reasons for the Commissioner's disap- 





proval were stated in a letter dated June 
11 addressed to the directors of the com- 
pany, extracts from which are as follows: 
‘*Gentlemen: Through its responsible 
officers the Great Southern Life Insurance 


Company has submitted to the Commis-— 


sioner of Insurance and Banking of 
Texas for his consideration and action, 
a reinsurance contract, together with 
supplementary agreements pertaining to 
the transaction, under which it purposes 
to convey its resources and obligations 
to the International Life Insurance Com- 
pany of Missouri. 

“For the business thus acquired the 
terms of the contract provide that the 
International is to pay to the Great 
Southern (1) a sum equivalent to the 
latter's capital stock and surplus, and 
(2) the excess interest gains, the mortal- 
ity savings and the renewal premium ex- 
pense loadings, less an amount equal to 
9 per cent. of the renewal premiums 
realized by the International on the 
Great Southern’s policy contracts thus 
obtained, until the stockholders of the 
Great Southern shall have received in 
compensation for their holdings a sum 
equal to 25 per cent. of the total annual 
premiums accruing under the Great 
Southern’s original business during a 
period of four years. The contract, 
which is designed to become effective 
July 1, 1919, was ratified by the stock- 
holders of the Great Southern on April 8, 
of this year, by the unanimous vote of 
55,177 shares of the 60,000 shares out- 
standing. 

. 2 tc . . 

“ Acquainted with the reputation for 
probity and fair dealing enjoyed by men 
of your position in Texas, the depart- 
ment could proceed upon no otLer as- 
sumption than that you deemed the re- 
insurance of your company to be (1) 
necessary, and (2) under the terms of 
this particular contract, advisable. Ac- 
cordingly, the department set out at 
once with the instrumentalities subject 
to its control to establish or confute the 
soundness of these premises. To that 
end it engaged a staff of actuaries of the 
highest standing for the purpose of 
scrutinizing minutely and thoroughly the 
resources of the Great Southern, and to 
assist the Commissioner in determining 
its strength or weakness, and, accord- 
ingly, the degree to which the contem- 
plated reinsurance was necessary or un- 
necessary. The work of the examiners 
has been finished and their report is in 
the Commissioner’s hands. For the 
guidance of the department in reaching 
its decision in regard to the pending con- 
tract, the outstanding conclusion which 
the report embodies is that the Great 
Southern is amply capacitated for the 
continuance and fulfillment of its own 
obligations. In addition to the ex- 
aminers’ contradiction of the assumed 
necessity for the reinsurance, actuarial 
calculations carefully and exhaustively 
made at the instance of the department, 
conclusively show that under the con- 
templated merger the security of the 
policyholders of the Great Southern 
would be reduced, instead of increased or 
maintained in its existing strength and 
vigor. 





“ Reinsurance Unnecessary. 

“‘Touching these two important, if not 
pivotal, points in the transaction to 
which his approval is sought, the Com- 
missioner, therefore, will hold: 

“TI. The reinsurance of the 
Southern is not necessary because: 

“(a) The statement of the company’s 
condition as of December 31, 1918, shows 
$675,080 surplus (capital and unassigned 
surplus) to policyholders, or an addi- 
tional protection of $8.91 to each thou- 
sand dollars of insurance in force above 
the legal policy reserve. 

“(b) The present condition of the 
Great Southern can be improved rapidly 
under a conservative policy of business 
management and expansion. 

“II. The merger would 
the condition 
cause: 

“ (a) Effective as of December 31, 1918, 
the business of the Great Southern, added 
to that of the International, would make 
$152,849,043 of insurance in force, with 
only $652,606 surplus to policyholders. 
The amount of surplus thus accruing to 
the $75,806,544 of business of the Great 
Southern would be $323,664. Thus the 
merger would mean a decrease in sur- 
plus to policyholders from $675,080 to 
$323,664, a decrease of over 50 per cent., 
or a decrease from $891 to $4.27 per 
thousand dollars of insurance in force. 

“(b) The merger prevents the accumu- 
lation of any surplus for several years to 
come from the Great Southern business, 
with which any excessive mortality could 
be sustained. This result proceeds from 
the placing of a mortgage equivalent to 
25 per cent. of the premium income on 
Great Southern business for the next four 
years, the assessment in the aggregate 
being conservatively estimated at $1,- 
298,073.” 

This communication was acknowledged 
by the directors as of June 14, whose let- 
ter, among other things, stated: 

“The matter of the merger of these 
companies was given careful considera- 
tion by both the stockholders and the 
directors of the Great Southern Life In- 
surance Company and they, in the ut- 
most good faith, reached the conclusion 
that it was to the best interest of both 
the policyholders and the stockholders. 
You, however, with equal good faith, 
have seen fit to differ from this conclu- 
sion, especially with respect to the 
policyholders, and this being within 
your legal right, we feel it our duty to 
freely acquiesce in your holding.” 


Great 


not improve 
of the policyholders be- 


INTERNATIONAL LIFE INSURANCE 
COMPANY, ST. LOUIS, MISSOURI. 
Merger with Great Southern Life Off. 
In “Best’s Life Insurance Reports” 
(1919), page 284, in commenting upon the 
reinsurance agreement entered into be- 
tween the Great Southern Life Insurance 
Company of Texas and the International, 

we stated: 

“In April, 1919, the company entered 
into a reinsurance agreement with the 
Great Southern Life Insurance Company 
of Houston-Dallas, Texas, providing for 
the reinsuring of the outstanding busi- 
ness of the Texas company and the tak- 

(Continued on next page) 
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ing over its assets. The arrangement 
has been approved by the two companies, 
but is subject to the approval of the Re- 
insurance Commission of Missouri. If 
the arrangement is approved by the Mis- 
souri Commission the contract provides 
that the merger shall be effective as of 
June 30, 1919.” 
Commissioner Briggs of Texas announced 
his disapproval June 16, 1919. See article 
on Great Southern Life elsewhere herein. 


KNIGHTS AND LADIES OF SECURITY, 
TOPEKA, KAN. 
Merger with Fraternal Aid Union of Law- 
rence, Kan., Held Up. 

A merger between this order and the 
Fraternal Aid Union of Lawrence, Kan., 
has been held up. See article on the lat- 
ter society elsewhere herein. 


LINCOLN NATIONAL LIFE INSUR- 
ANCE COMPANY, FORT WAYNE, 
INDIANA, 

Extends its Business to Pacific Coast. 
This company announces the appoint- 
ment of Mr. H. G. Everett as its Pacific 
Coast manager, with headquarters at Los 

Angeles, California. 

Mr. Everett has for many years been one 
of the leading life insurance executives in 
the Middle West. He was for 23 years 
with the Central Life Assurance Society of 
the United States at Des Moines, Iowa, re- 
signing the offices of vice-president and 
agency manager in May, 1919, after that 
company had had a very successful growth. 

It is expected that Mr. Everett will be- 
gin the active organization of his field dur- 
ing the early part of this month, July. 

The selection of Mr. Everett for the de- 
velopment of this new field displays broad 
and keen judgment upon the part of Vice- 
President Hali of the Lincoln National, 
who, we understand, is responsible for the 
arrangement, and for which both Mr. 
Everett and the Lincoln National are to be 
congratulated. 


MANHATTAN LIFE INSURANCE 
COMPANY, NEW YORK, N. Y. 
This company was examined (regular 
triennial examination) by the New York 
Insurance Department as of December 31, 
1918. The report, dated April 24, was filed 
May 3, 1919. The financial standing of 
the company, as reported by the examiner, 
in brief is as follows: 

Admitted assets 

Net reserve 

Total policy claims 

Capital 

Surplus 

Total income 

Total disbursements 
The comments of the examiner in part 

are: 


$19,199,147 
$18,144,576 


“ Profits Divided. 

“After providing for interest on the 
guarantee capital of the company at 
the rate of 7% per annum, the profits, 
according to the charter, shall be divided 
one-eighth to the stockholders and 
seven-eighths to the policyholders. 

“Each year, after ascertaining the 
dividends paid to policyholders, one- 





seventh of such amount is distributed 
to stockholders. By following this pro- 
cedure for a number of years, it is be- 
lieved that the proper proportion of 
profits is maintained.” 


“Mortality Experience, 

“Figures taken from the company's 
records and reports show that from 1914 
to 1917, the percentage of mortality ex- 
perienced by the company was gradually 
growing less. The year 1918 was ex- 
ceptional in that the percentage jumped 
nearly 25% over the previous year du> 
wholly to the epidemic of influenza and 
its following effects. The percentages of 
actual to expected mortality for the past 
five years are as follows: 


“ Dividends. 

“For some time past the company has 
computed or calculated its dividends on 
the basis of excess interest and loading. 
The procedure is to calculate a ‘ stipu- 
lated dividend’ by taking 50% of the 
American 3% loading and add to it 14%% 
of the American 3% mean reserve. This 
only applies, however, to issues of 1901 
and thereafter. The percentage of load- 
ing taken on prior issues ranges from 
50% to 90% according to the time the 
policy has been in force. 

“At a meeting of the directors, after 
considering the condition of the com- 
pany and information as to its business, 
a percentage of the ‘standard dividend’ 
is decided upon and actual dividends 
ealculated and alloted to policyholders 
accordingly. Deferred dividends are the 
same in amount per $1,000 insurance as 
dividends paid annually. 

“Following are percentages of the 
‘standard dividend’ paid for the past 
five years: 

1914-1915 

1915-1916 

1916-1917 

1917-1918 

1918-1919 

“The dividend year of the company is 
from April 16 to April 15, inclusive. 

“The passing of the dividend for the 
period April 16, 1916, to April 15, 1917, 
was on account of the reduction in the 
values of real estate owned by the com- 
pany at the time of the last departmental 
examination. 

“On account of the mortality ex- 
perience of the company for the year 
1918, the dividend for the year 1919-1920 
was cut to 20% of the ‘standard divi- 
dend.’ ” 

“Survivorship Dividend Policies. 

“These contracts were issued from 
1888 to January 1, 1907 and provided for 
surrender at the completion of the divi- 
dend accumulation period for the full 
reserve and accumulated dividends. 

“The table upon which these policies 
were based was changed from the ac- 
tuaries’ 4% to the American 3% in 
1901. For the first six months of 1901, 
loan and paid-up insurance values were 
based upon the American 3%4% table. 
At about July 1, 1901, the values were 





changed to the American 3% table; the 
increase effective is of the date of change 
from the actuaries’ 4%. 

“After the expiration of the dividend 
period, the cash surrender values allowed 
were either the value guaranteed in the 
policy or from 90 to 95% of the full re- 
serve, 90% on ordinary life and 95% on 
Limited Payment Life and endowments, 
whichever is the greater. 

“Before the completion of the divi- 
dend period, the company treats the 
loan values at the end of the previous 
year as the cash surrender value. These 
policies do not provide in the contract 
for cash surrender values. The loan 
values given in the policy are the full 
terminal reserve. 

“The contract makes no provision for 
disposition of any equity in excess of a 
loan in case the policy becomes lapsed 
for non-payment of premiums of loan 
interest, and it was formerly the prac- 
tice of the company to close out such 
lapsed policies under the provision of the 
loan agreement, 

“ Notation was made by the examiners 
as of December 31, 1912, that where any 
such equity existed under such policies, 
and where such equity must be claimed 
within two months, they should be re- 
instated and carried as paid-up insurance 
until the indebtedness equalled the full 
reserve, 

“This was done by the company, but 
there seems to be no evidence that the 
assured or beneficiaries were notified of 
such reinstatement. It seems that they 
were regularly notified of the lapsed con- 
dition. 

“ Not less important than the technical 
reinstatement of such policies is the noti- 
fication of the assured and beneficiaries 
of the existence of the insurance, other- 
wise the purpose of insurance would be 
defeated.” 

“The company reserves the right of 
deferring the payment of the cash sur- 
render value for a period not to exceed 
90 days after the receipt of request.” 

“The following summary shows the 
increases and decreases in surplus as 
result of this examination: 


Recreases in Surplus. 

Interest due and accrued 
Policy loans not admitted.... 
Reduction of real estate 

values, .. 
Reserve. . . ° 
Death losses due and unpaid. 
Reserve for death losses in- 

curred but not reported.... 
Miscellaneous bills due and 

ORR WOES v0 a:000 des Hocnwe <6ek 


We hie: oak eka vhs cena 6% 


$1,220.75 
443.40 


12,077.05 


196.00 
900.59 


11,830.00 


11,341.08 
$38,008 85 


Increase in Surplus, 
Policy assets in excess of net 
values. .. 
Present values of supple- 
mentary contracts. ......... 


Gs Wis pik anes aisocnas sd oes 


$622.74 


1,211.00 
"$1,833.74 
Net decrease in surplus 36,175 11 


“ Conclusion. 
“The distinguishing features of the 
company’s affairs since the last official 
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examination may be briefly summed up 

as follows: 

“As a result of the department's last 
examination, dividends on deferred divi- 
dend policies maturing after June 1, 
1916, were greatly reduced, in fact 
about five cents on the dollar of original 
dividend calculations was and still is be- 
ing paid on such account. Dividends on 
annual dividend policies were passed en- 
tirely for the dividend year 1916-1917. 

“This resulted in considerable dis- 
satisfaction of policyholders and a cor- 
respondingly increase of difficulty in 
holding together an agency organization 
and the production of new business. 

“Notwithstanding all this, nucleus of 
an agency force has been maintained 
which is gradually to a good business 
getting organization which begins to 
show a sizable increase of new insurance 
written. 

“The company’s loss of insurance in 
force from lapses and surrenders has 
been greatly reduced and is being re- 
duced to a minimum. ° 

“The real estate situation is improving 
due to the sale of certain bothersome 
parcels and increased income from others. 

“Careful management and conservation 
of the assets of the company is being 
exercised by its officers. 

“From a survey of the company’s 
activities in general it would seem that 
it is now on a rock bottom basis and, 
barring the unforeseen, a gradual recov- 
ery is now in progress. 

“ During the progress of this examina- 
tion the examiners have met with 
courtesy and co-operation on the part 
of the officers and employees of the com- 
pany, and all records, books, papers and 
information asked for have been 
promptly furnished. 

“Considering the necessary readjust- 
ment of the clerical force due to war con- 
ditions, the company’s books and records 
are well kept and the necessary work is 
carried on with a minimum number of 
employees.” 

The assets and surplus as reported by 
the examiner are slightly less than the cor- 
responding figures published in “‘ Best’s 
Life Insurance Reports,” page 332. The 
total income and total disbursements being 
the same. 


METROPOLITAN LIFE INSURANCE 
COMPANY, NEW YORK, N. Y. 


Increases Premium Rates. 


This company notified its field force on 
June 14, 1919, as follows: 

“New premium rates are being pre- 
pared for all forms of policies issued 
through the Ordinary Department, except 
Whole Life, $5,000 and Special Class, and 
will be in effect July ist next. 

“The premiums will be higher than 
those heretofore charged, the percentage 
of increase approximating 10 per cent. 
on the Death or 85 table, 8 per cent. on 
the 20-Payment Life and 7 per cent. on 
the 20-Year Endowment, 

“New inserts for Rate Books, giving 
all premiums, will be forwarded in a few 
days. 

“No policy will be issued bearing date 





subsequent to June 30th at the present 
rates. If in any case where the medical 
examination was made in June, we can- 
not actually write a policy until July 
Ist or later, we will give the applicant 
the benefit of the present rate by dating 
the policy in June, but no policy will be 
issued with a date earlier than that of the 
medical examination, 


“There will be no change in inter- 
mediate premiums.” 


Double Indemnity Provision. 


A notice to the field representatives, dated 
June 2, 1919, was as follows: 


“On and after this date, policies in the 
Ordinary Department will, when so re- 
quested, contain a supplemental agree- 
ment providing for double indemnity in 
the event of death by accidental means. 

“The features of the new provision are: 

“The indemnity provided for shall be 
payable only if the death of the insured 
result in consequence of bodily injury 
effected solely through external, violent 
and accidental means, within sixty days 
after such injury, independently and ex- 
clusively of all other causes. This in- 
demnity shall not be payable if the death 
of the insured results directly or in- 
directly from disease or from bodily or 
mental infirmity, or from self-destruction 
whether sane or insane or from bodily 
injury received while the insured is en- 
gaged in military or naval service in time 
of war, or in aeronautic or submarine 
operations, nor if such death occur in 
time of war as a direct or indirect result 
of travel on the high seas or residence 
or travel in any war zone outside the 
continental limits of the United States or 
the Dominion of Canada, or while en- 
gaged in Red Cross or other relief ser- 
vice in the territory last described. 


“The provision will cover the entire 
term of the policy. It will not cease at 
a particular age, such as age 60. 


“Extra premiums as shown below are 
necessary for this provision. They will 
be the same for all ages, but vary accord- 
ing to the form of the policy. 

“ Commission will be paid on this extra 
premium at the same rate as on the 
regular premium. 


“When this provision is desired, the 
plan of insurance should be stated as 
usual with the addition ‘With Double 
Indemnity.’ 


“The provision will not be granted on 
term, joint, special class or intermediate 
contracts, nor on any ‘corporate’ plan, 
nor if the insured is over fifty-five at the 
time of issue, nor to women where not 
self-supporting, nor in any case where 
the insured himself is not to pay the 
premium. It may be withheld in other 
cases where the occupation is such as to 
so warrant. In short, existing restric- 
tions will be maintained. 


“The Double Indemnity Provision will 
not be issued for more than $25,000 of 
insurance, so that when more than this 
amount is written, the excess will be 
issued under a separate policy. 

“This provision will not be granted 


under policies issued prior to the date of 
this announcement. 





“Schedule of Premiums for Double In- 
demnity for Each $1,000 of Original 
Insurance. 

Semi- 

Annual. Annual. 
Whole Life, En- 
dowment at 
age 8&5, and 
Reduced Pre- 
mium Life. ... 
All Endowments. 
20-Payment Life, 
Modified En- 
dowment and 
Convertible. . . 
15-Payment Life. 
10-Payment Life. 


Quar- 
terly. 


MISSOURI STATE LIFE INSURANCE 
COMPANY, ST. LOUIS, MO. 
Majority of the Capital Stock Trusteed. 

Just as this paper was going to press 
we received a copy of the following an- 
nouncement, which is self explanatory, and 
will doubtless prove welcome news to the 
policyholders of this company: 


“St. Louis, Mo., June 30, 1919. 

““T am very glad to be able to an- 
nounce, in the interest of the great in- 
stitution of life insurance in general and 
of the stockholders and policyholders of 
the Missouri State Life Insurance Com- 
pany in particular, that a majority of the 
stock of the Missouri State Life Insur- 
ance Company has been placed for a 
period of five years in the names of the 
following trustees: M. E. Singleton, pres- 
ident of the company; John F. Shepley, 
president of the St. Louis Union Trust 
Company, and H. W. Morgenthaler, treas- 
urer of the Court House Savings Bank, 
Cincinnati, Ohio. The latter two trustees 
are stockholders of the company but not 
directors. 

“As a result, the great handicap under 
which this company has been laboring 
for the past two years has been removed, 
the management and control are stabil- 
ized, and the identity of the company 
preserved against any possible attack 
from unscrupulous parties whose whole 
efforts might have been concentrated in 
attempts to exploit our company and its 
stockholders and policyholders for their 
own personal gain, sometimes directly 
and at other times through stock-jobbers. 

“T personally have acquired a large 
block of stock in the company and my 
St. Louis friends have also become heav- 
ily interested in the company. 

“The Missouri State Life has made a 
remarkable record in the past and in 
spite of the various attacks that have 
been made upon it in the last year is now 
writing more business than ever before, 
the business from the first of the year 
having exceeded that of a similar period 
last year by about $9,000,000. With the 
stock difficulties removed and the time 
of the organization free to be devoted 
entirely to the upbuilding of the com- 
pany, there is no doubt but that the 
company will make greater strides in the 
future than in the past. 

“M. BE. SINGLETON, President, 
‘* Missouri State Life Ins. Co.” 
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MUTUAL LIFE INSURANCE COMPANY, 
NEW YORK, N. Y. 
Examination Reviewed. 

This company was examined (regular 
triennial examination) by the Insurance 
Department of New York as of December 
31, 1917. The report is dated March 5, 
1919, and was filed April 30, 1919. The 
examination increased the surplus of the 
company $2,289,209.94 over that claimed by 
the company in its statement filed as of 

December 31, 1917. 

The comments of the examiner were very 
extensive. We, therefore print extracts 
only. 

“ Pensions and Allowances, 

“A special committee was appointed 
to consider a proposed plan of pensions 
aud allowances to employees of the eom- 
pany. 

“In November, 1915, the Board of 
Trustees approved and adopted such 
plan as submitted by the Special Com- 
mittee, 

“A pension board was then estab- 
lished, consisting of the President, 
Actuary, Comptroller and General Solic- 
itor, to consider all claims and adopt 
such rules as it might find necessary for 
the carrying into effect of the pension 
and allowance system, 

“The system of allowances as stated 
in the plan covers: 

“(1) Iiness allowances, which are 
based on a percentage of the salary, de- 
pending upon the length of continuous 
service as a Salaried employee, with a 
maximum allowance of six months in 
the first calendar year, in the subsequent 
year, a benefit period longer than three 
months must be approved by the Pen- 
sion Board. 

“ (2) Disability allowances are based 
on percentage of the salary, according to 
the complete years of active service, and 
applies to employees under 6 years of 
age, who have been at least 15 years 
with the company as a salaried employee, 
but who are unable to earn any income. 

“In no case shall any such allowance 
exceed $5,000 per annum. 

“ (3) Service pensions are based on a 
percentage of the average salary for the 
last five years of service upon reaching 
the age of 65 or upon any female reach- 
ing the age of 60 years, in either case, at 
least 15 years continuous service with 
the company as a salaried employee, 
with a maximum of 50 per cent. of such 
average salary, but in no case shall any 
pension exceed $5,000 per annum. 

“4. Continuance of salary after death 
upon certain conditions; the company 
may pay a percentage of the salary based 
upon the length of continuous service, 
but not to exceed three months salary 
or allowance. 

“The above system applies to all 
permanent salaried employees at the 
company’s home office, unless the law 
prohibits its applicability to any par- 
ticular case, and to all salaried clerks 
in the manager's office in the United 
States and Canada. 

“The pension and allowance scheme 
was established by the company as an 
encouragement to persistency of service 
and as a reward to those who give the 
productive years of their lives to the 
service of the company; it being under- 





stood that in establishing the system the 
company does so voluntarily with abso- 
lute right in its sole discretion to amend 
or annul the same at any time or with- 
hold or withdraw any benefits there- 
under, the company reserving at all times 


the right at any time to withdraw and- | 


terminate any allowance which may 
have been granted thereunder, ~ 

“The payments made during 1917 were 
included in salaries and all other com- 
pensation of officers and home office em- 
ployees, which were as follows: 
. Iilness allowances 
2. Disability allowances 
3. Service pensions 
4. Continuance of salary after 

death. . . 


WOU Ts ciictncreeaes 


$29,019.93 


“Refund of Premiums. 

“ Several cases were noted of refund of 
premiums on suicide in the first year of 
contract. These settlements were charged 
to surrender values. The company's 
policies do not provide for surrender 
values in the first year, nor for refund 
of premiums upon suicide.” 

“ The guaranteed cash values on nearly 
all forms of 15 and 20-year distribution 
policies issued on the ‘1899’ form at the 
end of these respective distribution 
periods are in excess of the American 
314 per cent. reserve. The company mak- 
ing certain assumptions as to mortality 
hold extra reserves for these policies, 
and guarantees as a pure endowment, 
payable at the end of the distribution 
period if the policy is then surrendered, 
the amount of this extra reserve, which 
amount would otherwise have been a 
portion of the distribution dividend. 
This extra reserve, combined with the 
ordinary reserve of the policy at Ameri- 
can 3% per cent., furnished the basis for 
the apparently excessive cash surrender 
values. These guaranteed cash values 
are obtainable only if the policy is sur- 
rendered within sixty days after the due 
date of a premium in default, otherwise 
only the cash value of the automatic 
paid-up value is given. 

“ Different scales of values were used 
for the two different distribution periods 
as well as another, for those policies not 
having this excess value feature. As 
already stated, in case of 15 and 20-year 
distribution policies, the dividends at 
the end of the initial distribution period 
are diminished by the amount of the in- 
crease in the cash guarantee above the 
tabular reserve. 

“Dividends on annual and 5-year dis- 
tribution policies are given in paid-up 
insurance additions with cash values if 
drawn within sixty days of date of allot- 
ment or applied to premium payments on 
the policy. 

“ Dividends for the initial 10, 15 or 20- 
year periods are in cash, convertible 
under the same conditions as are those 
of the earlier forms into paid-up addi- 
tions. Subsequent dividends are annual 
and allotted as other annual dividends. 

“During the year 1907 the company, 
in conformity with new legislation, used 
the New York Standard Form. This was 
discontinued after one year, except in 
New York State, where it continued 





three years in all, being succeeded by 
forms in which the essential features of 
the former were embodied. 

“ All policies, except term, guaranteed 
surrender values in cash, paid-up insur- 
ance and extended insurance at*the end 
of each year beginning with the third. 
Interpolated values are given on sur- 
render with part year’s premium paid. 
Where no surrender value is applied for, 
the extended insurance value is auto- 
matically given. After a policy becomes 
ten years old no surrender charge is 
made and the surrender value is equiva- 
lent in value to the full reserve of the 
original policy. A surrender charge of 
$15 per one thousand of insurance is 
made at the end of the third year, de- 
creased $2.50 a year, except that the 
surrender charge at the end of the fifth 
and sixth years is the same _ ($10.). 


* Dividends are allotted annually in addi- 


tional insurance, but may be drawn in 
cash within three months, or deposited 
at compound interest after allotment, or 
may at any time be applied to pay pre- 
miums. ; . 

“Since 1901 it has been the practice 
of the company to grant automatically 
a surrender value on any of its policies 
except term on which, at time of lapse, 
the premium for three full years had 
been paid. 

“On all policies (except term) issued 
prior to January 1, 1907, on which there 
is no outstanding indebtedness, the auto- 
matic surrender value is given in paid-up 
non-participating insurance of the same 
kind as the original policy. 

“On policies issued prior to January 
1, 1907, on which a loan is outstanding, 
the only value automatically given is the 
excess of the cash value over the loan 
indebtedness. Policies issued  subse- 
quent to January 1, 1907, whether or 
not a loan is outstanding, receive auto- 
matic extended insurance for any equity 
remaining in accordance with its terms. 

“The amount of automatic paid-up in- 
surance given on issues prior to 1907 is 
that specified in the policy; where no 
value is specified, the full American Ex- 
perience 44%4 per cent. reserve at the date 
of lapse is applied at the company's 
published rates for that purpose. These 
rates are American 4 per cent. net rates 
loaded not more than 20 per cent. at the 
youngest age and about 5 per cent. at 
age 75, and compare with American 4'4 
per cent. net single premium loaded 35 
per cent. at age 25 to 10 per cent. at age 
70; they are in all instances less than 
American Experience 4% per cent. rates 
loaded 50 per cent., and the values there- 
by determined are in excess of the re- 
quirements of the New York non-for- 
feiture law from 1880 to 1906. 

“The company in making these values 
automatic waives the provisions of that 
law requiring legal surrender within six 
months of default of premium and gives 
to policies issued prior to 1880, which 
were not covered by the statute, the 
same surrender values and rights as 
those coming within its provisions. 

“Prior to the distribution form of 
1899 the only cash values guaranteed on 
any policies were those available at dis- 
tribution periods as already shown. The 
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company will, however, give a cash viaue | 
upon the surrender of almost any form of | 


its outstanding policies except term, The 
amount is determined by applying to its 


paid-up insurance value a cash factor, | 


which is virtually a single premium or 
terminal reserve, assuming 5 per cent. in- 
terest and Mutual Life mortality experti- 
At age 25 this factor is approxi- 
mately 75 per cent. of the American 44 
per cent. single premium and at age 70 
about 90 per cent., graduated percentages 
between. 

“ Besides this method of arriving at a 
cash value, the company also uses a dis- 
count method, whereby a _ policy ap- 
proaching the end of a _ distribution 
period may have the value at the end of 


ence, 


that period discounted for the unexpired |! 
term at 5 per cent. compound interest, | 
due allowance being made for premiums | 


falling due in the meantime. If a policy 
is not in default in payment 
miums, the cash value at the end of the 


of pre- | 


lust distribution period will be paid if | 
greater than the amount obtained by the 


use of cash factors. 
than 60 days in default of premium pay- 
ments, only the cash value of the paid-up 
value is given, even though the guar- 
anteed cash value at a previous date had 
been greater. Other rules for the treat- 
ment of certain policies at certain 
periods of their existence are also in 
effect. These rules aim toward greater 
liberality and do not appear to be dis- 
criminatory, but they add greatly to the 
complexity of the company’s system. 


“The following comparison shows the 
book value and percentage of net return 
on real estate holdings: 


Office Buildings. 


Book value» 1915 1916 


1917 


If a policy is more | 


$18,121,672 $16,586,887 $15,936,887 | 


Net return (%): 
3.326 3.312 
Total Real Estate. 
Book value: 1915 1916 1917 
$21,579,165 $19,687,733 $18,866,170 
Net return (9%): 
2.923 


3.517 


2.979 
“Gold Bonds, 

“These bonds are placed on the books 
of the company at the termination by 
death or maturity of an original contract. 

“The rates of interest are 3% per 
cent., 4 per cent. and 5 per cent. accord- 
ing to the provisions of the policy. 

“ At the time of entering into the bond 
contract the actuary’s department fur- 
nishes the accounting department with 
the figures regarding each bond on a 3% 
per cent, basis, so that a bond bearing 
5 per cent. interest will go on the books 
at an amount which accrued at 3% per 
cent. interest will mature the contract 
and pay 5 per cent. on the face amount 
of claim, 

“Records are kept of each contract 

Separately, which, when summarized, agree 
ith the total amount shown. 


3.231 


“ Dividends, 
“The distribution of surplus is au- 
thorized by the board of trustees, based 





on recommendations of the committee on | 


insurance and agencies, who consider the | 


recommendations of the Actuary. 


“Since January 1, 1907, the company 
has issued only annual dividend insur- 
ance, 

“The following table shows the change 
in amount of participating insurance and 
deferred dividend fund as of December 
Sist for the last four years: 


At Amt. of Ins. Def. Divs. 
Dec, 31 Ann. Div. Def. Div. Fund Amt, 
1914.. 
1915... 
1916. . 
1917.. 


967,894,851 600,654,003 
1,076,528,578 540,256,836 
1,219,213,322 485,529,502 


in 
o 
annual div. 
in 
in 


Increase 
amount 
insurance. 

Decrease 
deferred 

Decrease 
deferred 


1914. . 
1915.. 
1016. . 
1917.. 


$87,244,983 
83,483,065 
108,633,727 60,397,167 
142,684,744 54,727,034 


“Annual Dividends. 

“Methods by which the annual divi- 
dends of 1917 were calculated: 

“The company’s method of calculating 
annual dividends is the same as when 
investigated at the last examination. 

* Policies issued during 1917 partici- 
pate in the surplus annually on anniver- 
sary of policy at the end of the first 


$92,798,003 
42,400,154 
5,253,739 


3,458,751 


policy year if second year’s premium or | 
installment is paid, subsequent dividends | 
are paid on successive anniversaries of | 


the policy whether the 
due is paid or not. 


premium then 


“ All annual dividends of 1917 on pre- | 
paying policies consisted of the | 
A refund to | 
the insured of that part of the premium © 
paid one year earlier which the company | 


mium 
following two parts: (1) 


had been able to save during the policy 
year, and (2) excess interest earned on 
the -initial reserve of the policy year, 
the reserve being the American 4 per 
cent., 34 per cent. or 3 per cent. reserve, 
according to whether the policy was is- 
sued prior to January 1, 1898, in one of 
the years 1898 to 1906, or 1907 to 1917. 

“In the case of paid-up policies each 
annual dividend consisted solely of ex- 
cess interest earned on the initial re- 
serve of the policy year 

“The refund of excess premium was 
calculated as a percentage of the load- 
ing contained in the “tabular annual 
premium,” the percentage being graded 
according to the year of issue of the 
policy, but being the same for all poli- 
cies issued in each calendar year. In 
the case of 4 per cent., 344 per cent. and 


3 per cent. reserve policies as above, the : 


tabular annual premiums were those 
charged in 1897, in 1906 and in 1917, re- 
spectively, and where a different annual 
premium rate was paid, the difference 
between such rate and the tabular an- 
nual premium was deducted from or 
added to the dividend according to 


Whether such rate was less or greater 


than the tabular rate. 
“The rate of interest used in the divi- 


dend calculation of 1917 was 4.4 per cent., | 


so that the excess rate was 0.4 per cent. 
for 4 per cent. policies, 0.9 per cent. for 
3% per cent. reserve policies, and 1.4 per 
cent. for 3 per cent. reserve policies. 





$884,411,786 $643,054,157 $70,834,884 | 
66,673,713 
61,419,979 | 
57,961,227 | 


$1,820,993 
4,161,165 | 





“ Interest. 

“The rate of interest used in the divi- 
dend caleulations for the past four years 
was as follows: 

Average 
rate earned. 
4.508% 
4.509% 
4.4% 4.623% 
4.4% 4.653% 

“The formula used to obtain the aver- 
age rate of interest was as follows: 

“ Net income divided by the mean ad- 
mitted assets less one-half of the net 
income. 

“The annual statements show the con- 
tingency fund as follows: 

Company’s Audited 
figures. statements. 
Dec. 31, 1914... $12,647,615.19 $11,626,555.64 
Dec. 31, 1915... 14,625.579.16 14,740,055.15 
Dec. 31, 1916... 16,252,739.77 *8,868,254.59 
Dec, 31, 1917... 17,609,997.08 19,980,536 03 


Rate used. 
4.4% 
4.4% 


“Loading Factor. 

“The loading factor is a certain per- 
centage of the difference between the 
gross annual premium and the net an- 
nual premium. 

“The scale used in 1917 to calculate 
the annual dividends payable in 1918 on 
premium paying policies was reduced 5 
per cent. in accordance with 
mendation of the actuary. 

“The result of the change in loading 
factors is a scale of annual dividends 
payable in 1918 about 6 per cent. smaller 
than the corresponding dividends of 1917. 


recom- 


“Annual Dividends Payable in 1918. 

“This liability was computed by the 
company on the basis of written insur- 
ance as of December 31, 1917, calculated 
as follows: 

“The total amount of annual dividend 
insurance in force December 31, 1917, 
written basis, was used to obtain the 
initial reserve gross and net premiums; 
the interest and loading ‘factors were 
then applied to the initial reserve and 
loading respectively, and the product 
carried as the liability for annual divi- 
dends payable in 1918. 

“A computation was made for each 
age of dividends on written business not 
yet in force; same amount to $131,- 
758.80. 

“In the opinion of your examiner this 
amount should not be included as a 
dividend liability. 

“The company has not received any 
premiums and does not take credit for 
the due and uncollected or deferred 
premiums. 

Liability reported by com- 

pany December 31 1917.... $9.513,177.42 

Examiner's figures 9,188,272.79 


Net decrease in liability. $124,904.63 
Decrease on account of com- 
putation being made on a 
written basis 

Increase on account of error 
located by company after 

report was filed 
Net amount deducted 
from liability reported 

by company. 
(Continued on next page) 


$131,758.80 


6,854.17 
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MUTUAL LIFE INS. CO.—(Continued) 
“ Deferred Dividends. 

“The following is a precise statement 
of the method by which 5, 10, 15 and 20- 
year distribution dividends of 1917 were 
calculated : 

“1. The company’s long term dis- 


tribution dividends are calculated in the | 


following way: 


“(a) The annual dividends 


which 


would have been allotted to the policy, | 
had it been on the annual dividend plan, | 


are taken. 

“(b) These annual dividends are ac- 
cumulated at compound interest, at the 
rates used each year by the company in 
its dividend calculations, up to the end 
of the distribution period. 

“(c) The accumulated amount of these 
annual dividends is increased by a per- 
centage,.varying with the age of the in- 
sured to recompense the policyholder for 


the risks which he has run and which | 
he would not have run had his policy | 


been on the annual dividend plan of 
losing surplus through death discon- 
tinuance or otherwise during the distri- 
bution period, and 

“(d) In the case of those 15-year dis- 
tribution policies issued in the year 1902, 
where the policy guarantees a cash value 
at the end of the dividend period in ex- 
cess of the tabular American 3% per 
cent. reserve, the amount so found is re- 
duced by the excess of such cash value 
over such reserve. 

“2. With few exceptions, the Ordinary 
Life, 10-Payment Life and 15-Payment 
Life policies issued in the year 1902, on 
the 15-year distribution plan, guarantee 
eash values at the end of the distribu- 
tion period in excess of the tabular 
American 3% per cent. reserves, and in 
calculating the dividends to be allotted 


to such policies in the year 1917 the de- | 
duction referred to in paragraph 1 (d) | 


was made. 

“3. Contingent, however, upon (a) evi- 
dence of insurability satisfactory to the 
company, and (b) an agreement on be- 


half of the policyholder to a correspond- | 


ing reduction in the policy guarantees, 


the holder of each such 15-year distribu- | 
tion policy will be given an additional | 


dividend in 1917 equal to the reduction 


referred to in paragraphs Nos. 1 (d) | 


and 2. 


“4. In the case of those Ordinary Life, | 


10-Payment Life and 15-Payment Life 
policies issued in the year 1902, on the 
15-year distribution plan, where the 


policies do not guarantee cash values in | 


excess of the tabular American 3% per 
cent. reserves at and after the end of the 
dividend period the dividends allotted 
are the sum of the two dividends re- 
ferred to in paragraphs Nos. 2 and 3. 


“ Schedule ‘ 0.’ 

“This schedule shows the amounts set 
apart of provisionally ascertained or cal- 
culated or held awaiting apportionment 
on policies at various ages with deferred 
dividend periods. 

“In the annual statement for 1917 


Schedule ‘O”’ represents the accumulated | 


annual dividends with compound inter- 
est up to the anniversary of the policies 
in 1917. 

“These amounts reported do not in- 


clude any compensation allowance from 
the ‘Forborne Fund,’ which is the ac- 
cumulated dividend and interest on 
terminated policies. Such profits are 
distributed at the end of the deferred 
dividend periods. 

“Checked the amount of dividends re- 
ported in Schedule ‘O,’ 1917, for ages 
25, 35 and 45 for Ordinary Life, Limited 


Payment Life and 20-Year Endowment | 
issues, 1898, 1901, 1904 to 1906, inclusive, 
with the Actuary’s original working | 


sheets, which had been previously veri- 
fied. 


“No errors were noted. 


“ Schedule ‘ P.’ 

“This schedule shows by years of 
issues and deferred dividend periods the 
amount of funds held awaiting appor- 
tionment upon deferred dividend policies, 


“The total amount of this fund car- | 


ried as a liability by the company as of 
December 31, 1917, was $57,961,227.99, and 
comprises the following items: 
1. Dividends accumulated to 

1918 for policies in force 

December 31, 1917......... $57,965,618.35 
2. Forborne accumulations 

on terminated policies at 

December 31, 1917, with 


interest to July 1, 1918... 12,387,644.18 
3. Special fund for 20-year 
distribution period poli- 
cies in force December 31, 
sage ne = Gone IE 558,958.48 
RR. ivarcnsdaasd’ $70,912,220.99 | 
4. Less extra reserves on 
policies issued on _ the 
SD? DHOOM: 5s tewcsis vanes 12,950,993.00 
Dividend fund in Sched- 
ule ‘P’ and liability H 
ae $57 ,961,227.99 


“Each item of the deferred dividend 
fund was investigated as follows:* 

“1. Dividends accumulated to 1918 for 
policies in force December 31, 1917. 


“Company’s Method. 


“To the accumulated annual dividends 


with interest on the previous year (1916) 
are added the annual dividends of the 
current year (1917) according to age, 
plan and year of issue, and improved at 
the same rate of interest as used to com- 
pute the annual dividends, terminations 
are deducted and the difference used as 
the amount of deferred dividends ac- 
cumulated to 1918 for policies in force 
December 31, 1917. 


! 
“ Examiner’s Method. 

“Listed from the company’s balance 
sheets, the amount of insurance, accord- 
ing to age and, plan, issued in 1905 and 
in force December 31, 1917, with 15-year 
deferred dividend period, entered the 
amount of contribution accumulated to 
1918 for $10,000 of insurance from the 
Actuary’s working sheets, previously 
verified, multiplied the amount of insur- 
ance by the contribution accumulated 
for each age and compared the product 
with the company’s figures, which were 
as follows: 

Company's figures ......... + $834,221 38 
Examiner's figures ... 334,284.50 


$AR.A2 


Examiner's figures in excess. 





~ culation for Schedule ‘ P.’ 


“These accumulations will be recalcu- 
lated by the company during 1919. 


“(2) Forborne Fund. 

“Checked the accuracy of the For- 
borne dividend sheets for policies issued 
in 1903 and terminated or changed in 
1917 with the Actuary’s valuation cards 
for all terminations and changes during 
1917. Traced totals on the Forborne 
sheets to the ‘ Consolidation’ sheets ac- 
cording to the mode of termination. 

“ Checked totals of the ‘ Consolidation ' 
sheets to the Forborie dividend register; 
compared all totals as of December 31, 
1917, of the Forborne dividend register 
with the company’s summary and cal- 
No errors 
noted. 

“A comparison of amount in Forborne 
Fund with ‘Compensation’ allowed for 
payment of deferred dividend is as 
follows: 

At Forborne Compen- Difference. 
Dec. 31. Fund. sation. Excess. Minus. 
1915.. $2,038,428 $2,019,619 $18,800 
1916.. 2,204,260 2,245,908 ...... $41,635 
1917.. 2,263,428 2,197,987 65,440 ...... 

“The above comparison shows that 
during the past three years the divi- 
dends and accumulated interest in the 
Forborne Fund have exceeded the com- 
pensation allowed. 

“Any excess in the Forborne Fund 
not used reverts to the contingency re- 
serve. 


“ (3) Special Fund for 20-Year Distribu- 
tion Period Policies in Force. 
“This fund was created by authority 
of the Board of Trustees several years 
ago to enable company to pay a rate of 
dividend equal to the preceding year, 
when accumulgted dividends, interest 
and Forborne Fund were not sufficient. 
“ The following statement shows that 
the fund had decreased on December 31, 
1917, to $558,958.48. 

Dec. 31. ~ 


1914 Special 20 D. P. Fund. .$2,900,000.00 


1915 Special 20 D. P. Fund.. 1,226,282.75 
1916 Special 20 D. P. Fund.. 578,895.93 
1917 Special 20 D. P. Fund.. 558,958.48 


“(4) Extra Reserves on Policies Issued 
on the ‘1899’ Forms. 

“During the years 1898 to 1906, inclu- 
sive, the company issued certain 15 and 
20-year deferred dividend policies, which 
guaranteed cash surrender values at the 
end of the dividend periods of amounts 
in excess of the tabular American 3% 
per cent. reserves, the excess of the 
guaranteed cash value over the American 
3% per cent. reserve being deducted from 
the deferred dividend otherwise payable. 

“The company offers to each holder 
of a distribution policy written on the 
£1899’ form an additional dividend in 
cash, or its equivalent on a net American 
3% per cent. basis as additional insur- 
ance, equal to the amount of such extra 
reserve, provided the owner of the policy 
agrees to a corresponding reduction in 
the cash value thereof at the end of the 
distribution period, and to the substitu- 
tion thereafter of the guarantees applica- 
ble to ‘annual dividend policies written 
“se 1899 form, and subject to evi- 
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dence of insurability at the end of the 
distribution period satisfactory to the 
company at the policyholders’ expense, 
“The extra reserve on policies issued 
on the ‘1899 forms’ is included in the 
valuation of policies and on December 
31, 1917, amounted to $13,584,632. The 
amount deducted from the deferred divi- 


dend fund was $12,950,993. The differ- | 


ence, $683,639, is the excess reserve re- 
quired to meet the guaranteed cash 
values in policies which will mature dur- 
ing 1918 or where the policies remain in 
force beyond the deferred dividend 
period. 


“Two errors were noted in the amount 


of reserves to be deducted, making a net 
decrease of $2. 

“No change was made in the com- 
pany’s figures, 


“ Post Mortem Dividends. 


“ These are dividends paid where death | 


occurs after the policy anniversary and 


premiums are paid or deducted to the | 


end of the policy year and consist of a 
proportionate part of the annual divi- 
dend to the date of death. 


“ Paid-up Policies. 


“Dividends on paid-up participating | 


policies or on dividend additions con- 


sist solely of the excess interest upon the | 


reserve and are dependent only upon the 
age attained and independent of the age 
and year of issue. 


“Dividends Due and Unpaid December | 


31, 1917, $2,095,893.43. 


“This is the balancing item of the | 
Actuary’s dividend account. It is ad- | 


justed prior to the next annual state- 


ment by listing each item of unpaid cash 


dividends as of December 31, 1917, from 
the dividend books. 


“The amount of 1916 appropriation for | 
dividends payable during 1917 and not | 


used was $101,488. This sum was trans- 
ferred to surplus, 

“The above liability increased $850,000 
over the previous year and was explained 
by the Actuary as due to the large 
amount of business written in the latter 
part of 1897 with 20-year deferred divi- 
dends, which were not paid on Decem- 
ber 31, 1917, principally due to the un- 
settled condition of foreign business. 

' 

“Dividends Declared to Deferred Divi- 
dend Policies payable to Policy- 
holders During 1918, $9,884,653.46. 

“This lability was computed on the 
basis of the amount of insurance in force 


December 31, 1917, according to years of | 


issue and dividend periods. 


“Checked the totals of working sheets 


to summary and verified the amount of 
liability carried. 


“A comparative statement of gains | 
from loading, interest, mortality, sur- | 


renders and lapses, also amounts paid 


or set aside for dividends in the last 


three years, as follows 
Gains from 


Loading, In- Amounts Paid 


terest, Mortality or Set Aside 


Year. and Lapses. for Dividends, | 


1915... $19,229,466.33 $13,647,100.01 


1916... 19,927,926.59 14,913,002.21 ° 
1917... 20,559,372.55 15,687,591.20 | 


of 
* In- 


he 
° 


-_ 
1915 $5,582,366.32 $2,468,866.81 $3,113,499.51 
1916 5,014,834.38 886,634.94 4,128,199.44 
1917  4,921,781.85 3,517,434.75 1,404,346.60 


nsurance Gains 
Excess 


in 

Dividends Paid 
vestments, Less 
Miscellaneous 
Gains. 

Net Gain in 


Loss from 


“The ratio of each class of invested 
assets to the total invested assets held 
by the company on December 31 of each 
of the years 1915, 1916 and 1917, follows: 

1915 1916 1917 
Real estate -0855 .0319 .0299 
Mortgage loans .1822 .1790 .1743 
Bonds and stocks... .6113 .6363 .6508 
Policy loans. 1511 .1438 .1399 
Cash. .. -0189 .0071 .0028 

“The ratio of policy loans to reserve 
for the three years under examination 
was .1827 in 1915, .1741 in 1916 and .1691 
in 1917. 

“The gross earning rate on the aver- 
age amount invested in each class of 
assets during the years under examina- 
tion was as follows: 

1915 1916 1917 
Real estate 6.32% 6.82% T.4% 
Mortgage loans .. 5.25% 5. % 4.93% 
Bonds. . . 4.12% 4.08% 4.31% 
Stocks. .. ........ 4.68% 4.54% 5.4% 
Policy loans. .... 5.35% 5.35% 5.31% 


“ Conclusion 
“Since the last department examina- 
tions noted in the report, the company 
has adopted a pension and allowance 
system for the benefit of its employees. 
“A charter amendment made in 1917 
enables the company to furnish to its 
policyholders disability, health and acci- 

dent insurance. a 

“The company’s surplus (contingency 
reserve) has been increasing and amounts 
to almost 4 per cent. of the net values 
of its policies. The maximum contin- 

_ gency reserve (surplus) allowed by the 

New York Insurance Law is 74 per cent. 

of such net values.” 

The report was signed by Chief Exam- 
iner Nelson B. Hadley, and clearly shows 
the stability and careful management of 
the company. 


NATIONAL LIFE INSURANCE COM- 
PANY OF THE SOUTHWEST, ALBU- 
QUERQUE, NEW MEXICO. 


Examination Reviewed. * 


“Best’s Life Insurance Report” 1919, 
page 411, referring to this company, states 
that information requested from the com- 
pany had not been received when the 
volume went to press and that informa- 
tion obtainable would be published in 
“Best’s Life Insurance News.” 

The company has since advised us that 
the delay in preparing their statement for 
the year ending December 31, 1918, was 
caused by the influenza epidemic’s effects 
upon the Home Office staff. 

The Insurance Department of New 
Mexico examined it as of December 31, 
1918, and the transactions are as follows: 





Assets, December 31, 1918. 
Mortgage loans $101,875 
Liberty bonds and W. S. S.... 11,172 
Collateral loans 8,500 
Premium notes 418 
Cash... 84,048 
Def. and uncol. pr 1,934 
Interest due and accrued 3,044 
Other assets 10,619 
Stock subscriptions, contract 

for payment and notes 149,534 


Gross assets. $371,144 
Non-admitted, . . 166,234 


Admitted assets. $204,910 


Assets Not Admitted, December 31, 1918. 
Agents’ debit balances $16,474 
Mortgage loan over legal se- 

Ne she ar itie tsnenerocene 225 
Contract for payment of stock. 41,708 
Notes for stock subscriptions. . 107,827 

Liabilities, December 31, 1918. 
Net reserve 
Disability and accrued benefits 

I is chika bond tn 0g seit sinie'a te 
Claims unpaid 
Held for taxes 
Borrowed money 
Other liabilities 
SINE tats, osc ardipiy ance eaie'e warts 
Surplus... 


$204,910 
Income, December 31, 1918. 

New premiums $52,270 
Renewal premiums 14,764 
Disability premiums 2,979 
Interest, divs. and rents 9,961 
Borrowed money 
Contribution to surplus 
Stock subscriptions 


Total income $139,528 


Disbursements, December 31, 1918. 
New commissions $40,982 
Renewal commissions ..... Tt oe 945 
Other agency expense 5,980 
Claims paid 16,514 
Coupons to policyholders Bes 
H. O. sals., med. fees, etc 15,078 
Government and State taxes on 

prem., departmental fees, etc. 4,084 
Borrowed money 1,973 
Commissions on stock sales.... 26,816 
Other disbursements 10,114 


Total disbursements $122,540 


Insurance written during 1918 $2,012,160 
Insurance in force December 31 2,462,898 
* All of which is upon the non-participat- 
ing basis. 
The examiners’ comments, in part, are 
as follows: 
“ Cash. 
“The company had $83,547.88 of cash 
on deposit in banks at the end of 1918, 
of which $70,41231 is drawing 4 per cent. 
interest. Such a large amount of cash 
is not necessary for the immediate needs 
of the company, and it is urged to reduce 
same as soon as possible and invest in 
good mortgage loans at a higher rate of 
interest. 
(Continued on next page) 
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“ Capital Stock. 

“The company increased this item of 
$30,130 during the year. The company 
contemplates increasing its capital stock 
to $250,000, so as to comply with the 
laws of California, which it desires to 
enter. 

“ Reserves. 

“As previously stated, the company 
issued a large volume of business during 
December and put same through its ac- 
counts and therefor included as in force 
on December 3ist. This had the natural 
tendency to increase its reserves and de- 
plete its surplus as of the end of the 
year. The records of the company show 
that a fairly large number were returned 
during January and February of this 
year, which in itself eliminates quite an 
amount of the reserves shown. The com- 
pany registers all its policies in the In- 
surance Department of New Mexico and 
the Department holds approved securities 
to cover all their reserves. 

“Assets Not Admitted. 

“Under this item there were deducted 
contracts for payments on stock, $41,- 
708.08, and notes for stock subscriptions, 
$107,826 67, and the company is urged to 
use every effort to turn these items into 
cash at the earliest possible date. 

“ Comments. 

“The surplus of the company was not 

very large at the end of the year, but 





| the 


this is accounted for in many ways. 
The large amount of business the com- 
pany placed upon its books and the 
large expense incidental to a new com- 
pany, also by unexpected death losses 
caused by the recent 
‘Spanish influenza,’ 


of $16,513.96. 


“Death claims were examined and its | 
losses were all paid very promptly with- | 


out any attempt to delay the same. 
7 7 * * « <— 

“Its directors are all men of large 
business interests and amongst the fore- 
most of the State’s citizens. 

“With the turning of the company’s 
stock subscriptions into cash or its 
equivalent, and with the additional capi- 
tal and surplus contemplated, the com- 
pany should be in good financial condi- 
tion and should meet with success.” 


PACIFIC MUTUAL LIFE INSURANCE 
COMPANY, LOS ANGELES, CAL. 
Increases its Capital Stock. 

At a meeting of the Board of Directors of 
company on April 21, 1919, 
unanimously decided to increase the capital 
stock of the company from $1,000,000, 


| divided into 10,000 shares, at a par value of 


$100 each, to $2,000,000, divided into 12, 
shares of the same par value. 


epidemic of | 
which cost the com- | 
pany a net loss up to the end of the year | 





it was | 


The board also decided to offer the same 
to the stockholders, pro rata, for $250 per 
share, each stockholder’s pro rata being 
one-fifth of his present holdings, no frac. 
tional shares being issued. The arrange. 
ment, as above set forth, added $200,000 to 
the capital and $300,000 to the company’s 
surplus, 


WESTERN STATES LIFE INSURANCE 
CO., SAN FRANCISCO, CAL. 

We report upon this company in “ Best's 
Life Insurance Reports,” for 1919, pages 
661 to 663. After the volume went to press 
we received advices from the company that 
certain minor changes in our report on 
them should be made, which changes are 
as follows: 


Best’s Life 
Ins. Reports 

$10,913 

$746,085 


Correct 
Item 
$14,913 
$751.313 


Other assets ..... os 
Total disbursements 


Growth of Company: 


(Ins. written 1912) $6,060,750 $6,083,750 

(Ins. written 1913) $5,575,528 $5,679,913 

The company also advises us that it no 
longer issues extended income protection 
nor guaranteed decreasing premium insur- 
ance on the Ordinary Life, 20-Payment Life 
and 20 Year Endowment forms. 

We are very pleased to make these cor- 
rections and request that they be noted by 
our subscriber's. 





INDEX 


Editorial: 
Best's Life Ins. Reports, 1919 
The “ ‘ Untermeyer 


of June, 1919. 


Legal Notes: 
A Rider Held to be a Part of a 
Insurance. Effect of Rider 
Belligerent Nation 
Effect of 
ceipts in Full Settlement 


Name of Company 
Catholic Mutual Benetit Asso., Hornell, N. 
Cent’! Life Assur. Soc. of U. s. 
Comomnwealth Life Ins. Co., Omaha, Neb 
Equitable Life Assur. Soc., N. Y 


oo and Bankers Life Ins. Co., Wichita, 


Fraternal Aid Union, Lawrence, Kan 
Girard Life Ins. Co., Philadelphia, Pa.. 
Great Southern Life Ins. Co., Houston, Tex: 


L'Industrielle Life Ins. Co., Quebec, Can...... 


the current volume 


Attack on Life Ins. Cos.. . 


Policy and 
should be Filed with the Superintendent of 
ontaining Con- 
ditions Limiting Liability in Case of Act of 


Surrender of Re- 


Des Moines, Ya 


Name of Com 


querque, N. 
Pacific Mutual 


Francisco, Cal. 





pany 
Insular Life Assur. Co, Ltd., 
‘International Life Ins. 
Iowa Life Ins. Co., Waterloo, Ia 

Knights and Ladies of Security, Topeka, ‘Kan: 
Liberty Life Ins. Co., Lincoln, Neb 

Liberty Life Ins. Co., 
Liberty Nat. Life Ins. Co., Cape Girardequ, Mo. 
Lincoln Nat. Life, Ft. Wayne, Ind 

Manhattan Life Ins. Co., New Y¥ 

Metropolitan Life Ins. Co., 

Missouri State Life Ins. Co., St. Louis, Mo.. 
Mutual Life Ins, Co., New York 
National Life Asso., "Des Moines, Ia 

National Life Ins. Co. of the Southwest, Albu- 


All Companies and Associations reported upon in this and all prior issues of 
of BEST’S LIFE F INSURANCE NEWS, beginning with that 


Manila, P. 


Go., St. L 


Topeka, Kan 


eee eee eee eeee 


North American Life Ins. Co., “Chicago, tli: 
Life Ins. Co., Lo 
Providers Life Ins. Co., Chicago, Ill 
Reinsurance Life Co. of Amer., Des Moines, Ia. 
Surety Fund Life Co., Minnea apolis, Minn 
West Coast-San Francisco Li 


s Angeles, Cal. 


Ins. Co., San 


Western Life Ins. Co., Des Moines, Ia.. * 

Western Mut. Life Asso., Los Angeles, ‘Gai.: 

——* States Life Ins. 
De ceedeuneesn ea 


Co., San Francisco, 
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